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WHEREAS

STATE OF CALIFORNIA

DEPARTMENT OF WATER RESOURCES

CONTRACT
BETWEEN THE STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCESAND THE
METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
FOR A WATER SUPPLY

THIS CONTRACT, made this 4th day of November, 1960, <as amended through
December 13, 1995> pursuant to the provisons of the California Water Resources Devel opment Bond
Act, the State Centra Valey Project Act, and other gpplicable laws of the State of California, between
the State of Cdifornia, acting by and through its Department of Water Resources, herein referred to as
the "State”’, and The Metropolitan Water Digtrict of Southern California, a public agency in the State of
Cdifornia, duly organized, existing, and acting pursuant to the laws thereof with its principa place of
businessin Los Angeles, Cdifornia, herein referred to as the "Didrict”,

WITNESSETH, That:
<Following in Basic Contract and Amendment No. 1>

WHEREAS, the State is authorized to construct and operate facilities for the storage and
conveyance of weter, certain of which facilities will make water avallable to the Didrict; and

<Following in Basic Contract>

WHEREAS, funds will be provided under the Cdifornia Water Resources Development Bond
Act for the congtruction of said fadilities;, and

WHEREAS, the Didrrict is desirous of obtaining a supply of water from the State;
<Following added by Amendment No. 1>
WHEREAS, the State and the Digtrict have entered into a water supply contract, dated

November 4, 1960, providing that the State shal supply certain quantities of water to the Didtrict, and
providing that the Didrict shal make certain payments to the State, and setting forth the terms and



WHEREAS

conditions of such supply and such payment; <smilar provison dso in Amendment Nos. 2, 5, 6, 7, 9,
10, 11, 12, 13, 14, 15, 17, 18, 19, 20, 21, 22, 23, 24, and 25>; and

WHEREAS, the maximum annud entitlements under al contracts executed by the State on or
before December 31, 1963, did not aggregate the amount of the minimum project yield as defined in
such water supply contract; and

WHEREAS, the Didtrict has elected to become entitled to a certain amount of the uncontracted
for portion of the minimum project yield under the provisons of Article 8 of the above- mentioned
contract and the State has determined that the Didtrict can put the water involved to beneficia use within
areasonable period of time; and

WHEREAS, the Didtrict has dso pursuant to Article 8 requested to become entitled to an
amount of the uncontracted for portion of the minimum project yield not pre-empted under the option
provison of Article 8, and the State has considered such request in the light of al smilar requests from
other contractors and has determined that the Didrict can put the water involved to beneficid use within
areasonable period of time; and

WHEREAS, the State and the Didtrict are desirous of making certain other changes and
additions to such contract, while otherwise continuing the contract in full force and effect;

<Following added by Amendment No. 2>

WHEREAS, Article 12(b) of such contract provides that the State shall not be obligated to
deliver to any contractor from the project trangportation facilitiesin any one month of any year atota
amount of project water greater than certain named percentages of such contractor's annua entitlement
for that year, but said article further provides that such percentages may be revised by amendment of
Artide 12(b); and

WHEREAS, Artide 17(b) of such contract provides that the State shall design and construct
the project transportation facilities so as to provide certain capacity in such facilities;, and

WHEREAS, Article 24(d) of such contract provides a procedure to be followed in the event
that any contractor, pursuant to Article 12(b), requests ddlivery capacity in any agueduct reach which
will permit maximum monthly ddliveriesto such contractor in excess of the percentage amounts specified
insad Article 12(b); and

WHEREAS, the Didtrict has requested that such contract be amended to provide for excess
capacity in certain reaches of project trangportation facilities, and
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WHEREAS

WHEREAS, the State is willing to gpprove such request upon the terms and conditions of this
agreement; and

WHEREAS, Didrict iswilling to advance to the State funds sufficient to cover any additiond
cost of the project trangportation facilities occasioned by the Didtrict's request, as provided in
Artidle 24(d); and

WHEREAS, it isthe intent of the State and the Didrict that no part of such additiona costs shall
be borne by any contractor other than the Didtrict;

<Following added by Amendment No. 3>

WHEREAS, the State and the Didtrict entered into a contract on November 4, 1960, entitled
"Water Supply Contract Between the State of Cdifornia Department of Water Resources and The
Metropolitan Water Didtrict of Southern Californid’, and amended such contract by "Memorandum
Regarding Performance of Contract”, dated December 1, 1961 <Attachment A>, Amendment No. 1,
dated September 28, 1964, and Amendment No. 2, dated February 23, 1965, (which contract, as
amended, is hereinafter referred to as the "Metropolitan Contract™); and

WHEREAS, the State and the City entered into a contract on December 2, 1963 entitled
"Water Supply Contract Between the State of California Department of Water Resources and City of
West Covind', and amended such contract by Amend ent No. 1, dated September 28, 1964, (which
contract, as amended, is hereinafter referred to asthe "West Covina Contract™), and the City contracted
in the West Covina Contract for amounts of annud entitlements and maximum annua entitlement as
shown below:



ANNUAL ENTITLEMENTS
CITY OF WEST COVINA

1 (year of initid weter ddivery)

O© O ~NO UL WN
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and each succeeding year theresfter,
for the term of the West Covina
Contract as a Maximum Annua
Entitlement

rand

4,200
4,600
4,900
5,200
5,600
5,900
6,300
6,600
7,000
7,300
7,600
8,000
8,300
8,700
9,300
9,800
10,400
11,000
11,500

11,500

WHEREAS

Totd Annud Amount
in Acre-Feet

WHEREAS, the City and the Digtrict have informed the State that dl the territory within the
boundaries of the City which is not now within the Digtrict will be concurrently annexed by the Upper
San Gabrie Valey Municipd Water Digtrict and by the Didtrict prior to June 1, 1966; and



WHEREAS



WHEREAS

WHEREAS, the following is a portion of Article 15(c) of the Metropolitan Contract:

"In the event of annexation by the Digtrict of territory lying within an area served or to be served
by the State with project water pursuant to a contract between the State and another contractor, and
subject to the consummation of appropriate agreements between the State, the Didtrict, and such other
contractor, the Didtrict's annud entitlements and maximum annua entitlement under this contract shall be
increased by the amounts of the annud entitlements and maximum annua entitlement contracted for by
said contractor for usein said annexed territory....Upon any increase in the Didrict's annua entitlements
and maximum annua entitlement pursuant to this subdivision, Table A induded in Artidle 6(b), and
Artidle 7(b) shall be amended accordingly and the Didtrict shall become obligated and hereby agreesto
pay to the State a proportionate share of the costs attributable to such increase in accordance with cost
alocation principles and procedures st forth in this contract. The service of and payment for such
increased annud entitlements and maximum annual entitlement shal in dl respects be subject to the
terms and conditions of this contract.”;

and

WHEREAS, the parties hereto are cognizant of the rights under the Metropolitan Contract and
the West Covina Contract of the holders and owners of generd obligation bonds issued under the
Cdifornia Water Resources Development Bond Act, have carefully considered the effect of this
agreement on such rights, and believe that such rights are not hereby impaired because (1) the Didtrict
hereby undertakes additiond financid obligations under the Metropolitan Contract which are equivaent
to the financia obligations heretofore imposed upon the City by the West Covina Contract, and (2) by
the annexation of the City by the Didtrict, the water market within the City and the tax base of the City
will continue to support financid obligations

<Following added by Amendment No. 4>

WHEREAS, by awater supply contract dated November 4, 1960, the Digtrict has contracted
with the State for certain quantities of water from the State Water Project, a portion of which will be
transported for delivery to the Didtrict through the East Branch of the Cdifornia Aqueduct, apart of the
State Water Fecilities, and

WHEREAS, Perris Resarvoir isthe termind reservoir of the East Branch of the Cdifornia
Aqueduct; and



WHEREAS

WHEREAS, as of the date of this agreement, the Didtrict is the only agency which has
contracted with the State for delivery of water from Perris Reservoir; and

WHEREAS, the State has completed the preliminary planning and design of Perris Dam and
Reservoir and, based on the criteriadescribed in Article 17(b) and the project purposes st forth in the
Bond Act, has made a preliminary determination that Perris Reservoir should have a storage capecity of
one hundred thousand (100,000) acre-feet; and

WHEREAS, additiond project exploratory work and planning may result in a determination by
the State in order to meet the criteria described in Article 17(b) and to provide for project purposes
described in the Bond Act, that Perris Reservoir should have a capacity greater than one hundred
thousand (100,000) acre-feet, which gresater capacity, for the purposes of this agreement, shdl heresfter
be cdled "optimum project size'; and

WHEREAS, the State has commenced proceedings to acquire sufficient lands at the Site of
Perris Reservoir that would permit the construction of areservoir with a capacity of one hundred
thousand (100,000) acre-feet; and

WHEREAS, the Didtrict has requested that the State acquire sufficient landsin the immediate
area of the Perris Reservoir ste to allow the construction of areservoir with a capacity of up to five
hundred thousand (500,000) acre-feet; and

WHEREAS, the Didtrict has a so requested the State to do or prepare the necessary
preliminary exploratory work, surveys, geologic studies, aternate designs and any and dl other
engineering and adminigtrative work required to enable the Digtrict to select and request an appropriate
plan and schedule for the congtruction, in one or two stages, of areservoir at the Perris Reservoir Ste to
szesto be desgnated by the Didtrict, which sizes may be larger than the optimum project Size but not
exceeding five hundred thousand (500,000) acre-feet; and

WHEREAS, the State is willing to approve such requests upon the terms and conditions of this
agreement, and subject to optimization of al of the project purposesin addition to providing regulatory
and emergency storage a Perris Reservoir; and

WHEREAS, the Didtrict iswilling to advance to the State funds sufficient to cover al additiona
costs occasioned by the Didtrict's requests in accordance with the three paragraphs immediately above;



WHEREAS

<Following added by Amendment No. 5>

WHEREAS, Article 17(b) of such contract provides that the State shall design and construct
the project trangportation facilities, including reservoirs, so asto provide certain capacity in such
fadlities and

WHEREAS, Article 24(d) of such contract provides a procedure to be followed in the event
that any contractor, pursuant to Article 12(b), requests ddlivery capacity in any agueduct reach which
will permit maximum monthly ddliveriesto such contractor in excess of the percentage amounts specified
insad Article 12(b); and

WHEREAS, Perris Resarvoir is the termind reservoir of the Caifornia Aqueduct; and

WHEREAS, as of the date of this agreement, the Didtrict is the only agency which has
contracted with the State for delivery of water from Perris Reservoir; and

WHEREAS, the State has completed the preliminary planning and design of Perris Dam and
Reservoir and, based on the criteria described in Article 17(b) and the project purposes set forth in the
Bond Act, has made a preliminary determination that Perris Reservoir should have a storage capacity of
one hundred thousand (100,000) acre-feet; and

WHEREAS, pursuant to the request of the Didrict and the terms of Amendment No. 4 to the
Didtrict's Water Supply Contract, the State has commenced proceedings to acquire sufficient lands at
the Ste of Perris Reservoir to permit the construction of areservoir with a capacity of up to and
induding five-hundred thousand (500,000) acre-feet, and has performed the necessary preliminary
work, surveys, geologic studies, dternate designs and other engineering and administrative work to
enable the Didtrict to select and request an appropriate plan and schedule for the congtruction, in one or
two stages, of areservoir a the Perris Reservoir Ste to asize larger than one-hundred thousand
(100,000) acre-feet, but not exceeding five-hundred thousand (500,000) acre-feet; and

WHEREAS, the Didtrict has requested that the Department initidly construct Perris Reservoir
to the project optimum capacity of one-hundred thousand (100,000) acre-feet, but that it do al things
necessary to enable the reservoir to be enlarged at a later date or dates in two or more stages of
condruction to any sze up to and including five-hundred thousand (500,000) acre-feet; and



WHEREAS

WHEREAS, the State is willing to gpprove such request upon the terms and conditions of this
agreement, and subject to optimization of al of the project purposesin addition to providing regulatory
and emergency storage a Perris Reservoir; and

WHEREAS, the Didtrict iswilling to advance to the State funds sufficient to cover dl additiona
cogts occasioned by the Didtrict's request in accordance with the two paragraphs immediately above,
and as provided in Artidle 24(d); and

WHEREAS, it isthe intent of the State and the Digtrict that no part of such additiona costsshal
be borne by any contractor other than the Didtrict;

<Following added by Amendment No. 6>

WHEREAS, Article 17(b) of such contract provides that the State shall design and construct
the project trangportation facilities so asto provide certain cagpacity in such fadilities; and

WHEREAS, Article 24(d) of such contract provides a procedure to be followed in the event
that any contractor, pursuant to Article 12(b), requests ddlivery capacity in any agueduct reach which
will permit maximum monthly ddliveries to such contractor in excess of the percentage amounts specified
insad Article 12(b); and

WHEREAS, the Didtrict has requested that such contract be amended to provide for excess
capacity in the reaches of the project trangportation facilities extending from Cedar Springs Reservoir to
South Portal San Bernardino Tunnd; and

WHEREAS, the State is willing to approve such regquest upon the terms and conditions of this
Agreement; and

WHEREAS, Didrict iswilling to advance to the State funds sufficient to cover any additiond
cost of such reach of the project trangportation facilities occasioned by the Didtrict's request, as
provided in Article 24(d); and

WHEREAS, it is the intent of the State and the Didtrict that no part of such additional cogtsshdll
be borne by any contractor other than the Didtrict;



WHEREAS

<Following added by Amendment No. 7>

WHEREAS, the Didtrict, under the provisions of Article 12(b) and Article 24(d) of such
contract, heretofore has requested and obtained, through Amendment No. 2 of the Didtrict's contract,
excess capacity in certain reaches of the project trangportation facilities and has agreed to pay for the
cost of such excess capacity in advance of congtruction; and

WHEREAS, the Didtrict and dl other contractors, except Antelope Vdley-East Kern Water
Agency, entitled to delivery of project water from and through the West Branch Aqueduct have
requested that the portion of such excess capacity in the transportation facilities from the South Porta of
the Tehachapi Tunnelsto the West Branch Terminal Reservoir be provided by the State not as excess
capacity but as capacity which is economicaly justified in the judgment of the State to compensate for
scheduled outages for purposes of necessary investigation, ingpection, maintenance, repair or
replacement of project facilities, and which in the judgment of the State will best serve the interests of dl
contractors entitled to ddlivery of project water through such facilities, the capita costs of which
capacity will be paid by the Didtrict and other contractors in accordance with the provisions of
Articles 24(a), (b) and (c) of such contract ingtead of Article 24(d); and

WHEREAS, the State is willing to gpprove such request on the basis that in its judgment it will
dleviate problems of cost dlocation and will provide additiona capacity which is economicaly judtified
and will best serve the interests of the Didtrict and al other contractors: Provided, That the Didtrict will
agree to make advance payments of the capital cost component of the Trangportation Chargein
amounts not to exceed atotal of twenty-four million three hundred thousand dollars ($24,300,000)
pursuant to Article 24(c)(2) of the Digtrict's contract if requested to do so by the State; and

WHEREAS, the Didtrict iswilling to make such advance payments, not to exceed sixteen
million three hundred thousand dollars ($16,300,000) prior to construction of the Pyramid Power
Development and an additiona eight million dollars ($8,000,000) when Pyramid Power Development is
to be congtructed, if the State determines that it needs such funds prior to 1976 to help finance the
congiruction of project trangportation facilities; and if congtruction costs of the Development are
financed by funds provided by the sde of bonds issued by the State under the bond act and if the mgjor
congtruction contract for the Development is awarded for completion prior to 1976; and

WHEREAS, regulatory storage formerly included in the project trangportation facilities at
Silverwood L ake has been reduced because of recent engineering and geologic investigations, and such
reduction will require an increase in conveyance capecity in certain trangportation facilitiesincluding the
reaches from Kettleman City to the South Portd of the Tehachapi Tunnels, and

WHEREAS, the Didtrict iswilling to reduce the amount of its excess capacity, heretofore
requested and obtained, in the reaches of the transportation facilities from Kettleman City to the South
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WHEREAS

Portd of the Tehachapi Tunnelsto provide additiona conveyance capacity required in the transportation
fecilitiesto offset the loss of regulatory storage in Slverwood Lake;

<Amendment No. 8 not operative>
<Following added by Amendment No. 9>

WHEREAS, Article 22(b) of such water supply contract provides that for each year through
the year 1969 the Delta Water Charge shdl be the product of $3.50 and the Agency's annua
entitlement for the respective year and that beginning in the year 1970, the Delta Water Charge shdl be
the sum of the capital cost component, minimum operation, maintenance, power and replacement
component, and variable operation, maintenance, power and replacement component computed in
accordance with Articles 22(c) and (d) of the water supply contract; and

WHEREAS, Articles 22(€e) and (g) of such water supply contract provide that the Delta Water
Charge as computed in accordance with Articles 22(c) and (d) shdl include all projected costs of
additiond project and supplementa conservation facilities commencing in the yearsin which the State
firgt incurs capital costs for such facilities after the facilities are authorized; and

WHEREAS, the parties desire that al water supply contracts be amended to postpone incluson
of the projected cogts of any authorized additional project and supplementa conservation facilitiesin the
computation of the Delta Water Charge until after the year 1970 and to fix the rate for computing the
DeltaWater Charge for the year 1970 at $6.65; and

WHEREAS, the payments to be made by the Agency <Digtrict> to the State include interest
caculated a the "project interest rate”’ defined in Article 1(t) of such water supply contract to mean the
weighted average of the interest rates paid by the State on bonds issued under the Water Resources
Development Bond Act (Bond Act) disregarding premiums received on the sale of such bonds; and

WHEREAS, the underlying assumption upon which the "project interest rate” was established
wasthat dl of theinitid facilities of the State Water Resources Development System (Project) would be
financed principally with proceeds of bonds issued under the Bond Act or from other sources on which
the interest rate would not exceed that of the bonds issued under the Bond Act; and

WHEREAS, the State adready has financed the Oroville- Thermdito power facilities through
Centra Vdley Project Revenue Bonds and may finance other portions of the project facilities through
additional revenue bond issues, bonds issued under other authority granted by the Legidature or the
voters, bonds issued by other state agencies, advances from contractors, and other methods under
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WHEREAS

which the financing costs relate to interest rates that may exceed the interest rate of the bonds issued
under the Bond Act; and

WHEREAS, either the State or contractors making advances to the State may be subject to
interest rates, or other financing costs that relate to interest rates, which will be greater than the "project
interest rate" as presently defined in the contracts; and

WHEREAS, the parties desire that (1) the interest costs hereafter incurred by or on behalf of
the State in financing the congtruction of project facilities by means other than the use of moneys
provided under the Bond Act will be reflected in appropriate adjustments of the "project interest rate’
(excepting the interest costsincurred for the Centra Valey Project Revenue Bonds issued prior to the
date of this amendment); (2) appropriate credit will be given to any contractor having made an advance
of funds to the State corresponding to the bond service obligation payable by such contractor by reason
of such advance or if bonds were not used to obtain funds for such advance, then to the net interest cost
which would have resulted if the contractor had sold bonds for the purpose of funding the advance; and
(3) if any sources of funds other than those provided under the Bond Act are employed to finance the
congtruction of specific project facilities and the interest or other cogts of such financing are greeter than
the cost would have been if bonds issued under the Bond Act had been used, appropriate adjustments
to the charges to contractors will be made with respect to such facilities so that the chargesto
contractors teking water through reaches which include such facilities will be the same after such
adjustments as such charges would have been if such facilities had been financed by the use of proceeds
of bondsissued under the Bond Act, except insofar as the "project interest rate’” has been adjusted
pursuant to (1) in this recitd:

<Following added by Amendment No. 10>

WHEREAS, Article 22(b) of such water supply contract, as amended, provides that for each
year through the year 1969 the Delta Water Charge shdl be the product of $3.50 and the Agency's
annud entitlement for the respective year, that for the year 1970 the Delta Water Charge shdl bethe
product of $6.65 and the Agency's annud entitlement for that year, and that beginning in the year 1971
the Delta Water Charge shdl be the sum of the capital cost component, minimum operation,
maintenance, power and replacement component, and variable operation, maintenance, power and
replacement component computed in accordance with Articles 22(c) and (d) of the water supply
contract; and

WHEREAS, Articles 22(€) and (g) of such water supply contract provide that the Delta Water
Charge as computed in accordance with Articles 22(c) and (d) shal include al projected costs of
additiona project and supplementa conservation facilities commencing in the yearsin which the State
first incurs capita cogts for such facilities after the facilities are authorized; and
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WHEREAS

WHEREAS, the parties desire that al water supply contracts be amended to postpone incluson
of the projected costs of any authorized additiona project and supplemental conservation facilitiesin the
computation of the Delta Water Charge until after the year 1971 and to fix the rate for computing the
DeltaWater Charge for the year 1971 at $7.24;

<Following added by Amendment No. 11>

WHEREAS, Article 22(b) of such water supply contract, as amended, provides that for each
year through the year 1969 the Delta Water Charge shdl be the product of $3.50 and the Agency's
annua entitlement for the respective year, that for the year 1970 the Delta Water Charge shdl be the
product of $6.65 and the Agency's annud entitlement for that year, that for the year 1971 the Delta
Water Charge shdl be the product of $7.24 and the Agency's annua entitlement for that year, and that
beginning in the year 1972 the Delta Water Charge shdl be the sum of the capita cost componernt,
minimum operation, maintenance, power and replacement component, and variable operation,
maintenance, power and replacement component computed in accordance with Articles 22(c) and (d)
of the water supply contract; and

WHEREAS, Articles 22(e) and (g) of such water supply contract provide that the Delta Water
Charge as computed in accordance with Articles 22(c) and (d) shdl include all projected costs of
additiona project and supplemental conservation facilities commencing in the yearsin which the State
first incurs capital costs for such facilities after the facilities are authorized; and

WHEREAS, the parties desire that al water supply contracts be amended to postpone incluson
of the projected costs of any authorized additiona project and supplementa conservation facilitiesin the
computation of the Delta Water Charge until the happening of certain events,

<Following added by Amendment No. 12>

WHEREAS, Article 45 of such water supply contract provides that contracts executed by the
State for a dependable supply of project water shal be substantialy uniform with respect to basic terms
and conditions, with exceptions that are not gpplicable to this amendment; and

WHEREAS, subsequent to the execution of such water supply contract the State executed
other contracts for a dependable supply of water that contain a provison pertaining to the sale of
project water for use within the service area of such awater supply contractor, which provison isnot in
the Digtrict's water supply contract with the State; and
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WHEREAS

WHEREAS, the State and the Didtrict agree that such provision should be added to the
Didtrict's water supply contract;
<Following added by Amendment No. 13>

WHEREAS, the Amended Contract provides for a surcharge equivaent to the power credit
per acre-foot of water to be charged to water users, other than the United States or the State of
Cdifornia, for each acre-foot of project water determined to have been put to agriculturd or
manufacturing uses on excess land, for collection by the Agency <Didrict> ether itsdf or through a
retail agency or another agency, for payment to the State of such surcharge, and for the alowance, on
gpecified terms and conditions, of the amount of such surcharge as a credit to the Agency <Didtrict>;
and

WHEREAS, the Amended Contract establishes the power credit per acre-foot of water as
two dollars until al of the facilities for generation of dectrical energy in connection with operation of
initia project conservation facilities are ingalled and in operation, and provides for a redetermination of
such credit thereafter to reflect accurately increases or decreases from year to year in the power credit;
and

WHEREAS, the provisions of the Amended Contract providing for or related to the power
credit, surcharge and surcharge credit have been suspended as to water deliveries during the years prior
to 1972 pending redetermination of the power credit and areeva uation of the merits of such contract
provisons, and

WHEREAS, estimates indicate thet the power credit will be rdatively negligible in amount and
that administrative costs associated with the power credit, surcharge and surcharge credit provisons will
be excessvely burdensome to the Agency <Didtrict> and its water users; and

WHEREAS, the power credit, surcharge and surcharge credit provisions rest on unclear,
confused or mistaken premises and should no longer be retained;

<Following added by Amendment No. 14>

WHEREAS, Article 28 of such water supply contract provides that the State shal redetermine
the annual amounts of the Trangportation Charge in order that the charges to the Agency <Didtrict> may
accurately reflect increases or decreases from year to year in project costs, outstanding reimbursable
indebtedness of the State, annud entitlements, estimated deliveries, project interest rate, and dl other
factors which are determinative of such charges; and
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WHEREAS

WHEREAS, Article 28 dso provides that each such redetermination shal include an adjustment
of the components of the Transportation Charge to be paid by the Agency <District> for succeeding
years which shal account for differences, if any, between projections used by the State in determining
the amounts of such components for al preceding years and actual costs incurred by the State during
such years, but does not specify the computationa details or the method of payment of such
adjusments; and

WHEREAS, the State has been including such adjustments as "one-shot” credits or additiond
charges to be subtracted from or added to the Trangportation Charge to be paid by the Agency
<Didrict> in the year following the redetermination; and

WHEREAS, the magnitude of such adjustments together with changesin other determinants of
charges may be sgnificantly different in comparison with the amounts projected by the State under
previous determinations and could impair the planned fisca operations of the Agency <Didrict>,
depending on the method of payment, and the parties desire to amend the contract to provide a method
of amortizing the payment of the amounts of such differences over two or more years, depending on the
magnitude of the differences, and

WHEREAS, bookkeegping will be smplified if the amortization of the payments of the amounts
of such differencesis reflected solely in the capital cost component of the Transportation Charge; and

WHEREAS, the method of payment should apply regardless of whether the adjustments tend to
increase or to decrease the Transportation Charge;

<Following added by Amendment No. 15>

WHEREAS, the annud entitlement for the first year (1972) of water ddliveries under the
Agency's <Didtrict> contract is 254,200 acre-fest; and

WHEREAS, certain of the project facilities necessary to commence initid deliveries of project
water to the Agency <Didtrict> were not completed in sufficient time to alow the Agency <Digtrict> to
take ddivery of al of itsannud entitlement for 1972 on areasonable schedule; and

WHEREAS, the State has devel oped a proposed adjustment of the Agency's <Didrict> 1972

entitlement taking into consideration the monthly distribution of 1972 project water deliveries as
requested in its five-year ddivery schedule submitted to the State in 1967; and
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WHEREAS

WHEREAS, the Agency <Didtrict> has requested that its annua entitlement for the first year of
water deliveries be decreased accordingly; and

WHEREAS, the State has determined that a decrease from 254,200 acre-feet to
154,772 acre-feet isjudtified and that alowing such a decrease in the Agency's <Didgtrict> 1972 annud
entitlement will not impair the financid feasibility of the project fadilities;

<Following added by Amendment No. 16>
WHEREAS, the State and the Agency <Didtrict> entered into a contract whereby the State will

ddiver and the Agency will purchase a supply of water to be made available from project facilities
constructed by the State; and

WHEREAS, the State and the Agency <District> included in such contract a subarticle,
hereinafter referred to as the agricultural and groundwater replenishment provision, which entitlesthe
Agency <Didrict> to obtain from the State a supply of surplus water for agricultura and groundwater
replenishment use when available; and

WHEREAS, Article 21 of such contract aso provides for the sde by the State of a supply of
surplus water when available; and

WHEREAS, the State and the Agency <Didtrict> desire to amend the provisions of such
contract related to the sale and purchase of surplus water;

<Following added by Amendment No. 17>

WHEREAS, the State and the Agency <Didtrict> desire to make certain changes and additions
to such contract, while otherwise continuing the contract in full force and effect; <amilar provison dso
in Amendment No. 18>

<Following added by Amendment No. 19>

WHEREAS, The Metropolitan Water Digtrict of Southern Cdifornia has requested the State to

enlarge the East Branch Aqueduct from Junction, West Branch, California Aqueduct through Devil
Canyon Power Plant by different capacity amounts,
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WHEREAS

WHEREAS, anumber of water supply contractors have expressed interest in receiving
increased deliveries through the East Branch Aqueduct;

WHEREAS, the State is willing to enlarge reaches of the East Branch Aqueduct from Junction,
West Branch, Cdlifornia Aqueduct through Devil Canyon Power Plant;

WHEREAS, other East Branch contractors may choose to participate in the facilities to be
enlarged; and

WHEREAS, the State is willing to operate the East Branch Aqueduct reaches from Junction,
West Branch Cdifornia Aqueduct through Perris Reservoir to provide deliveries on a basis that permits
full utilization of available capacity.

<Following added by Amendment No. 20>

WHEREAS, the State and the Agency <Didgtrict> wish to provide financing for project fecilities
with water system revenue bonds and provide for repayment of water system revenue bonds,

WHEREAS, the State and the Agency <District> wish to darify the definition of the project
interest rate without changing the interpretation of Article 1(t), except for the addition of item (7), and to
specify that financing cogts of water system facilities and East Branch Enlargement facilities shal not be
included in caculating the project interest rate; and

WHEREAS, the State is willing to amortize over the remaining repayment period of the
contract, the "one-shot" adjustment applied to previous payments resulting from revisionsin the project
interest rate under conditions defined in this amendment.

<Following added by Amendment No. 21>

WHEREAS, the District has requested that the State construct an emergency bypass at Devil
Canyon Power Plant with a capacity for ddiveriesto the Didtrict of 300 cubic feet per second at the
same time as congruction of Devil Canyon Power Plant festures of the East Branch Enlargement;

WHEREAS, the Didrict has requested that the bypass be financed in the same manner as

provided for facilities of the East Branch Enlargement, and that repayment of al the costs of the bypass
be the obligation of the Didtrict; and
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WHEREAS

WHEREAS, the Department iswilling to conduct tests of the bypass after congtruction to
determine whether the bypass could be operated on aregular basis for ddliveries.

<Following added by Amendment No. 22>

WHEREAS, amore efficient use of entitlement water may be achieved by deferrd of its use
from October, November and December of one calendar year into the first three months of the next
year.

WHEREAS, the State and the Agency <Didtrict> desire to amend the provisions of such
contract related to the delivery and scheduling of entitlement water to alow, under certain conditions,
the carry-over of aportion of the Agency's <Didtrict's> entitlement deliveries from arespective year into
the firgt three months of the next calendar year.

WHEREAS, the carry-over of entitlement by the Agency <Didtrict> is not intended to adversdy
impact current or future project operations.

WHEREAS, the State Water Project <SWP> contractors and the Department are aware that
the carry-over of entitlement water from one year into the next may increase or decrease the costs to
other SWP contractorsin either year. The tracking of those costs may be too complex and expensive
and does not warrant pecia accounting procedures to be established; however, any sgnificant
identifigble cost shdl be charged to those contractors causing such cogts, as determined by the
Department;

WHEREAS, the carry-over of entitlement weter is not to affect the payment provisons of the
contract.

<Following added by Amendment No. 23>

WHEREAS, the State and the Agency <Didtrict> included in such contract an article which
entitles the Agency <Didtrict> to obtain from the State ddliveries of surplus water when available;

WHEREAS, the State and the Agency <Disdtrict> desire to amend the provisons of such
contract related to the ddliveries of surplus water;

WHEREAS, beginning January 1, 1991 the Agency <Didtrict> desiresto be charged for the

power used for pumping surplus water at the Melded Power Rate as provided herein for the remainder
of the project repayment period; and
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WHEREAS

WHEREAS, the parties to this Amendment, and those approving the Amendment, intend no
impact upon their pogitions with respect to the interpretation of any existing contractua provisons.

<Following added by Amendment No. 24>

WHEREAS, the State and the District desire to make certain changes and additions to such
contract with regard to unscheduled water, while otherwise continuing the contract in full force and
effect.

<Following added by Amendment No. 25>

WHEREAS, on December 1, 1994, representatives of the contractors and the State executed a
document entitled "Monterey Agreement - Statement of Principles - By the State Water Contractors
and the State of Cdlifornia Department of Water Resources For Potentid Amendments To The State
Water Supply Contracts' (the "Monterey Agreement”); and

WHEREAS, the contractors and the State have negotiated an amendment to the water supply
contracts to implement provisions of the Monterey Agreement (the "Monterey Amendment”); and

WHEREAS, the State and the Didtrict desire to implement such provisions by incorporating this
Monterey Amendment into the water supply contract.

NOW THEREFORE, it is mutualy agreed asfollows.
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Articles 1(a) through 1(e)

A. INTRODUCTORY PROVISIONS

1 Definitions. When used in this contract, the following terms shal have the meanings
hereinafter st forth:

€) "Bond Act" shdl mean the California Water Resources Development Bond Act,
comprising Chapter 8, commencing a Section 12930, of Part 6 of Divison 6 of the Water
Code, as enacted in Chapter 1762 of the Statutes of 1959.

(b) "Sydem" shdl mean the State Water Resources Development System as
defined in Section 12931 of the Water Code.

(© "Ddta’ shal mean the Sacramento- San Joaquin Delta as defined in Section
12220 of the Water Code on the date of approval of the Bond Act by the voters of the State of
Cdifornia

(d) 1 "Contractor" shall mean any entity that has executed, or is an assignee of, a
contract of the type published in Department of Water Resources Bulletin No. 141 dated
November 1965, with the State for a dependable supply of water made available by the
System, except such water asis made available by the facilities specified in Section 12934(d)(6)
of the Water Code.

(e 2 "Project fadilities' shall mean those fadilities of the System which will, in whole
or in part, serve the purposes of this contract by conserving water and making it available for
use in and above the Ddta and for export from the Delta and from such additiond facilities as
are defined in Article 1(h)(2) herein, and by conveying water to the Didtrict. Said project
facilities shdl consst specificaly of "project conservation facilities' and "project transportation
fadilities', as hereinafter defined.

! Amended: Amendment 25
2 Amended: Amendment 18
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Artides 1(f), 1(g), and 1(h)

® "Project consarvation fadilities' shall mean such project facilities as are presently
included, or as may be added in the future, under (g) and (h) below.

()} "Initid project conservation fadilities' shall mean the following project facilities
specified in Section 12934(d) of the Water Code:

@ All those facilities specified in subparagraph (1) thereof.

2 Those facilities pecified in subparagraph (3) thereof to the extent that
they serve the purposes of water conservation in the Delta, water supply in the Delta,
and transfer of water across the Delta.

(3)  Aresrvoir near LosBanosin Merced County as specified in
subparagraph (2) thereof.

4 The reach of the San Joaquin Vdley- Southern Cdifornia Aqueduct
extending from the Deltato areservoir near Los Banosin Merced County, to the extent
required for water conservation through conveyance of water diverted from the Ddltato
offstream storage in said reservoir as determined by the State.

) Those facilities specified in subparagraph (5) thereof which are
incidentd to the facilities included under (1), (2), (3), and (4) above.

(6) Those facilities gpecified in subparagraph (7) thereof which are
necessary and appurtenant to the facilities included under (1), (2), (3), (4), and (5)
above.

(p)] 3 " Additional project conservation fadlities' shal mean the following fadilities
and programs which will serve the purpose of preventing any reduction in the minimum project
yield as hereinafter defined:

(@D} Those project facilities specified in Section 12938 of the Water Code;

3 Amended: Amendment 18
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Artidle 1(h)

2 Those facilities and programs described in (A), (B), (C), (D), and (E)
below which, in the State's determination, are engineeringly feasible and capable of
producing project water which is economicaly competitive with aternative new water
supply sources, provided that, in the State's determination, the construction and
operation of such facilities and programs will not interfere with the requested ddliveries
of annua entitlement to any contractor other than the sponsoring contractor, and will not
result in any grester annua charges to any contractor other than the sponsoring
contractor than would have occurred with the congtruction at the same time of
dternative new water supply sources which are either reservoirs located north of the
Ddtaor off-Aqueduct Storage reservoirs located south or west of the Delta designed to
supply water to the Cdifornia Aqueduct. The following facilities and programs shall
hereinafter be referred to as "L oca Projects':

(A)  On-dream and off-stream surface storage reservoirs not
provided for in Section 12938 of the Water Code, that will produce project
water for the System for aperiod of time agreed to by the sponsoring
contractor;

(B)  Groundwater storage facilities that will produce project water
for the System for a period of time agreed to by the sponsoring contractor;

(C)  Wadgte water reclamation facilities that will produce project
water for the System for a period of time agreed to by the sponsoring
contractor;

(D)  Water and facilities for delivering water purchased by the State
for the System for a period of time agreed to by the sponsoring contractor;
provided that the economic test specified herein shdl be gpplied to the cost of
these facilities together with the cogt of the purchased water; and

(B) Future water conservation programs and facilities that will
reduce demands by the sponsoring contractor for project water from the
System for a period of time agreed to by the sponsoring contractor and will
thereby have the effect of increasing project water available in the Delta for
digribution.
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Artidle 1(h)

3 Whether aLoca Project described in (2) above shdl be considered
economicaly competitive shal be determined by the State by comparing, in an
engineering and economic analyss, such Loca Project with dternative new water
supply sources which are ether reservoirs located north of the Delta or off- Aqueduct
storage reservoirs located south or west of the Delta designed to supply water to the
CdiforniaAqueduct. The analysisfor such dternative new water supply sources shdll
use the average cost per acre-foot of yidd in the latest studies made for such sources by
the State and shall compare those facilities with the proposed Loca Project using
commonly accepted engineering economics. In the case of aLocal Project to be
funded in part by the State as part of the System and in part from other sources, the
economic andys's specified herein shdl be gpplied only to the portion to be funded by
the State as part of the System.

4 The Locd Projectsin (2) above shdl not be constructed or
implemented unless or until:

(A)  The sponsoring contractor Sgns awritten agreement with the
State which:

0] Contains the sponsoring contractor's gpprova of such
facility or program.

(i) Specifies the yield and the period of time during which
the water from the Loca Project shall congtitute project water; and

(i) Specifies the digposition of such Local Project or of the
yield from such Loca Project upon the expiration of such period of
time; and

(B)  All contractors within whose boundaries any portion of such
Loca Project islocated, and who are not sponsoring contractors for such Local
Project give their written gpprova of such Loca Project.

(5) " Sponsoring contractor” as used in this Article 1(h) shal mean the
contractor or contractors who either will recaive the yield from facilities described in
2(A), (B), (C), or (D) above, or agree to reduce demands for project water from the
System pursuant to 2(E) above.
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Artidles 1(h) and 1)

(6) In the event of a shortage in water supply within the meaning of Article
18(a), the determination of whether to count, in whole or in part, the yidd from facilities
described in 2(A), (B), (C), or (D) above, or the reduced demand from future
conservation programs described in 2(E) above in the dlocation of deficiencies among
contractors will be based on a project-by-project evauation taking into consderation
such factors as any limitation on the use of the water from such facilities and whether the
gponsoring contractor has access to project water from the Delta as an aternate to such
fadlities

0] * "Project transportation facilities' shal mean the following project fadilities

(@D} All those facilities specified in subparagraph (2) of Section 12934(d) of
the Water Code except: The reservoir near Los Banosin Merced County; the reach of
the San Joaquin Vdley-Southern California Aqueduct extending from the Ddltato the
reservoir near Los Banos in Merced County, to the extent required for water
conservation as determined by the State; the North Bay Aqueduct extending to a
termind reservoir in Marin County; the South Bay Aqueduct extending to termind
reservoirsin the Counties of Alameda and Santa Clara; the Pacheco Pass Tunnel
Aqueduct extending from areservoir near Los Banosin Merced County to aterminusin
Pacheco Creek in Santa Clara County; and the Coastal Aqueduct beginning on the San
Joaquin Valey- Southern Cdifornia Aqueduct in the vicinity of Avend, Kings County,
and extending to aterminus at the Santa Maria River.

2 ® Facilities for the generation and transmission of dectrica energy of the
following types

(A)  Hydrodlectric generating and transmisson facilities, whose
operation is dependent on the transportation of project water, or on releases to
channels downstream of project facilities defined under (1) above. Such
facilities shal be cdled "project aqueduct power recovery plants.”

4 Amended: Amendment 18
5 Added: Amendment 18
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Articles 1(i) to 1(m)

(B)  All other generating and associated transmission facilities,
except those dependent on water from project conservation facilities, for the
generation of power. Thesefacilities shdl be cdled "off-aqueduct power
facilities' and shdl condst of the States interest in the Reid-Gardner and any
other generating and associated transmission facilities, constructed or financed in
whole or in part by the State, which are economicaly competitive with
dternative power supply sources as determined by the State.

(3) ® Those facilities specified in subparagraph (7) of Section 12934(d) of
the Water Code which are necessary and gppurtenant to the facilities included under (1)
and (2) above.

()] "East Branch Aqueduct” shal mean that portion of the San Joaguin
Vadley-Southern California Aqueduct specified in Section 12934(d)(2) of the Water Code
extending from the South Portd of the Tehachapi Tunndsto aterminusin the vicinity of Perris,
Riversde County.

(K) "West Branch Aqueduct” shal mean that portion of the San Joaguin
Vdley-Southern California Aqueduct specified in Section 12934(d)(2) of the Water Code
extending from the South Porta of the Tehachapi Tunndsto aterminusin the vicinity of
Newhall, Los Angeles County.

()] "Project water" shal mean water made available for ddivery to the contractors
by the project conservation facilities and the transportation facilities included in the System.

(m " "Minimum project yiedd" shal mean the dependable annua supply of project
water to be made available, estimated to be 4,185,000 acre-feet per year, said amount to be
determined by the State on the basis of coordinated operation studies of initia project
conservation facilities and additiona project conservation facilities, which studies shall be based

upon:

(@D} The estimated relative proportion of ddiveries for agriculturd useto
deliveriesfor municipa use for the year 1990, and the characteristic distributions of
demands for these two uses throughout the year.

6 Amended: Amendment 18
7 Amended: Amendment 1,25
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Articles 1(m) through 1(t)

2 Agreements now in effect or as hereafter amended or supplemented
between the State and the United States and others regarding the diversion or utilization
of waters of the Delta or streams tributary thereto.

(n) "Annud entitlement” shal mean the amount of project water to be made
available to a contractor during the respective year, at the delivery structures provided for such
contractor, under the terms of its contract with the State.

(o) "Maximum annud entitlement” shal mean the maximum amount of project water
to be made available to a contractor in any one year, at the ddlivery structures provided for such
contractor, under the terms of its contract with the State.

(p) " Supplementa conservation fadilities' shal mean those facilities provided for in
Section 12938 of the Water Code which will serve the purpose of supplying water in addition
to the minimum project yied and for meeting loca needs.

(@ " Supplementd water” shal mean water made available by supplementa
conservetion facilities, in excess of the minimum project yield.

" "Year" shdl mean the 12-month period from January 1 through December 31,
both dates inclusive.

(9 "Y ear of initid water ddivery” shdl mean the year when project water will first
be available for delivery to a contractor pursuant to its contract with the State.

® 8 "Project interest rate” shall mean the weighted average interest rate on bonds,
advances, or loans listed in this section to the extent the proceeds of any such bonds, advances,
or loans are for congtruction of the State Water Facilities defined in Section 12934(d) of the
Water Code, the additional project conservation facilities, and the supplementa conservation
facilities (except off-agueduct power facilities, water system facilities, advances for ddivery
structures, measuring devices and excess cgpacity; and East Branch Enlargement Facilities).
The project interest rate shdl be calculated as a decima fraction to five places by dividing (i) the
total interest cost required to be paid or credited by the State during the life of the indebtedness
or advance by (ii) the totad of the products of the various principa amounts and the respective
termsin years of dl such amounts. The bonds, advances, or loans used in caculating the
project interest rate shal be:

8 Amendment: Amendments 9,18,19and 20
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Article 1(t)

(@) Generd obligation bonds issued by the State under the Bond Act,
except that any premium received on the sde of these bonds shdl not be included in the
caculation of the project interest rate,

2 Revenue bonds issued by the State under the Central Vadley Project
Act after May 1, 1969,

3 Bondsissued by the State under any other authority granted by the
Legidature or the voters, <Attachment L>

4 Bonds issued by any agency, didrict, palitical subdivision, public
corporation, or nonprofit corporation of this State,

) Funds advanced by any contractor without the actud incurring of
bonded debt therefor, for which the net interest cost and terms shdl be those which
would have resulted if the contractor had sold bonds for the purpose of funding the
advance, as determined by the State,

(6) Funds borrowed from the Generd Fund or other fundsin the Treasury
of the State of Cdlifornia, for which the total interest cost shal be computed at the
interest rate earned over the period of such borrowing by moneysin the Surplus Money
Investment Fund of such Treasury invested in securities, and

) Any other financing capability available in the Treasury of the State of
Cdifornia at whatever interest rate and other financing costs are provided in the law
authorizing such borrowing. However, the use of other financing from the State
Treasury isintended to involve only short term borrowing e interest rates and other
financing costs no greater than those charged to other State agencies during the same
period until such time as the Department can sl bonds and reimburse the source of the
short term borrowing from the proceeds of the bond sde.
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Articles 1(u) through 1(2)

()] "Capital costs’ shdl mean al costs incurred subsequent to authorization of a
facility for congtruction by the Legidature or by adminigrative action pursuant to Section 11290
of the Water Code and to the Bond Act, including those so incurred prior to the beginning of
the project repayment period as herein defined and any accrued unpaid interest charges thereon
at the rates specified herein, which are properly chargegble to the construction of and the
furnishing of equipment for the facilities of the System, including the costs of surveys, engineering
studies, exploratory work, designs, preparation of construction plans and specifications,
acquisition of lands, easements and rights-of-way, and relocation work, al as shown upon the
officia records of the Department of Water Resources.

) "Project revenues' shall mean revenues derived from the service of project
water to contractors and others, and from the sale or other disposal of electrica energy
generated in connection with operation of project facilities.

(w)  °"Project repayment period" shall mean that period of years commencing on
January 1, 1961, and extending until December 31, 2035; provided, that whenever construction
of any project fadilitiesis financed by abond issue with maturity dates later than December 31,
2035, whether the bonds are issued pursuant to the Bond Act or other authority, repayment of
the costs of such facilities shall be extended to end on the date of the |latest maturities of the
bonds with which congtruction of such facilitiesis financed.

) "Municipd use" shadl mean dl those uses of water common to the municipd
water supply of acity, town, or other smilar population group, including uses for domestic
purposes, uses for the purposes of commerce, trade or industry, and any other use incidental
thereto for any beneficid purpose.

v) "Manufacturing use" shall mean any use of water primarily in the production of
finished goods for market.

@ "Agriculturd use' shdl mean any use of water primarily in the production of
plant crops or livestock for market, including any use incidenta thereto for domestic or
stock-watering purposes.

9 Amended: Amendment 17
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Articles 1(ag) through 1(hh)

(aa) "Subject to approva by the State”" shall mean subject to the determination and
judgment of the State as to acceptability.

(bb)  "Areaof origin statutes' shall mean Sections 10505 and 11460 through 11463
of the Water Code as now existing or hereafter amended.

(cc)  °"Water system revenue bonds' shal meen revenue bonds or revenue bond
anticipation notes issued by the State under the Centra Valey Project Act after January 1,
1987 for water system facilities identified in Article 1(hh).

(dd) Nosuchaticleexigs.
(ee) Nosuchaticleexids.
(fH) No such article exists.
(o9 Nosuchaticleexids.
(hh) ™ "Water System Facilities' shal mean the following fadilities to the extent that

they are financed with water system revenue bonds or to the extent that other financing of such
fadlitiesis reimbursed with proceeds from water system revenue bonds:

(@) The North Bay Aqueduct,
2 The Coastd Branch Aqueduct,

3 Ddta Fadilities, including Suisun Marsh facilities, to serve the purposes
of water conservation in the Ddlta, water supply in the Déelta, transfer of water across
the Ddta, and mitigation of the environmenta effects of project facilities, and to the
extent presently authorized as project purposes, recreation and fish and wildlife
enhancement,

10 Added: Amendment 20
11 Added: Amendments 20,25
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Articles 1(hh) through 1(1f)

4 Loca projects as defined in Article 1(h)(2) designed to develop no
more than 25,000 acre-feet of project yield from each project,

(5) Land acquisition prior to December 31, 1995, for the Kern Fan
Element of the Kern Water Bank, <Attachment L>

(6) Additiona pumps at the Banks Delta Pumping Plant,

) The transmission line from Midway to Wheder Ridge Pumping Plant,

8 Repairs, additions, and betterments to conservation or trangportation
fadilities exiging as of January 1, 1987, and to all other facilities described in this
subarticle (hh) except for item (5), <Attachment L>

9 A project facilities corporation yard, and

(10) A project facilities operation center.
(it) 12 "Carry-over Entitlement Water" shall mean water from a contractor's annud

entitlement for a respective year which is made available for ddlivery by the State in the next
year pursuant to Article 12(e).

an 13 “Interruptible Water” shall mean project water available as determined by the
State that is not needed for fulfilling contractors annud entitlement ddliveries as set forth in thelr
water delivery schedules furnished pursuant to Article 12 or for meeting project operationa
requirements, including storage goals for the current or following years.

(kk)  **“Nonproject Water” shal mean water made available for ddivery to
contractors that is not project water as defined in Article 1(1).

()  *“Monterey Amendment” shal mean this amendment and substantially similar
amendments to other contractors water supply contracts that include, among other provisions,
the addition of Articles 51 through 56.

12 Added: Amendment 22
'3 Added: Amendment 25
4 Added: Amendment 25
> Added: Amendment 25
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Articles2, 3, and 4

2. 16 Term of Contract. This contract shall become effective on the date first above written
and shdl remain in effect for the longest of the following:

(@) The project repayment period
2 75 years

3 The period ending with the latest maturity date of any bond issue used
to finance the congtruction cogts of project facilities.

3. Vdidation Within one (1) year after the effective date of this contract, the Didtrict shall
submit this contract to a court of competent jurisdiction for determination of its validity by a proceeding
in mandamus or other appropriate proceeding or action, which proceeding or action shal be diligently
prosecuted to find decree or judgment. In the event that this contract is determined to be invalid by such
fina decree or judgment, the State shal make al reasonable efforts to obtain vaidating legidation at the
next session of the Legidature empowered to consder such legidation, and within six (6) months after
the close of such sesson, if such legidation shal have been enacted, the Didrict shdl submit this contract
to acourt of competent jurisdiction for redetermination of its validity by appropriate proceeding or
action, which proceeding or action shall be diligently prosecuted to find decree or judgment.

4, 7 Option for Continued Service. By written notice to the State at least Six (6) months
prior to the expiration of the term of this contract, the District may elect to receive continued service
after expiration of said term under the following conditions unless otherwise agreed to: [Vdidated by
Cdifornia Supreme Court Marquardt v. Metropolitan Water Didtrict, 59 Cal.2d 159 (1963).]

(@) Service of water in annua amounts up to and including the Didtrict's
maximum annud entitlement hereunder.

2 Service of water a no greater cost to the Didrict than would have been
the case had this contract continued in effect.

3 Service of water under the same physica conditions of service,
including time, place, amount and rate of delivery, as are provided for hereunder.

4 Retention of the same chemica qudity objective provison asis s forth
herein.

® Amended: Amendment 17
¥ Amended: Amendment 25
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Articles4, 5, and 6

(5) Retention of the same optionsto utilize the project trangportation
fecilities as are provided for in Articles 18 (¢) and 55, to the extent such options are
then gpplicable.

Other terms and conditions of the continued service shdl be reasonable and equitable and shdl
be mutualy agreed upon. In the event that said terms and conditions provide for continued service for a
limited number of years only, the Digtrict shdl have the same option to receive continued service here
provided for upon the expiration of that and each succeeding period of continued service.

5. Pledge of Revenues. This contract is entered into for the direct benefit of the holders
and owners of al generd obligation bonds issued under the Bond Act, and the income and revenues
derived from this contract are pledged to the purposes and in the priority set forth in that act.

B. WATER SERVICE PROVISIONS

6. Annua Entitlements.

@ The year of initid water ddlivery to the Didtrict is presently estimated to be
1972. Tothe extent practicable, the State shal notify the Didtrict of any change in this estimate.

(b) Commencing with the year of initid water delivery to the Didtrict, the State eech
year shdl make available for ddlivery to the Didrict the amounts of project water designated in
the following table, which amounts shall be subject to change as provided for in Article 7(a)
hereof and are referred to in this contract as the Didtrict's annud entitlements:
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Articles 6(b) and 6(c)

TABLE A®

ANNUAL ENTITLEMENTS
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

<Calendar> Total Annual Amount
Y ear <Year> in Acre-Feet
1 <1972> 154,772
2 <1973> 354,600
3 <1974> 454,900
4 <1975> 555,200
5 <1976> 655,600
6 <1977> 755,900
7 <1978> 856,300
8 <1979> 956,600
9 <1980> 1,057,000
10 <1981> 1,157,300
11 <1982> 1,257,600
12 <1983> 1,358,000
13 <1984> 1,458,300
14 <1985> 1,558,700
15 <1986> 1,659,300
16 <1987> 1,759,800
17 <1988> 1,860,400
18 <1989> 1,961,000
19 <1990> 2,011,500
And each succeeding year
theredfter, for the term
of this contract: 2,011,500

(© Subject to the availability of funds, the State shall make al reasonable efforts cons stent
with sound fiscal policies, reasonable construction schedules, and proper operating procedures to
complete the project facilities necessary for delivery of project water to the Digtrict in such manner and
at such timesthat said delivery can commence in or before the year specified in subdivision (a) of this
article, and continue in the amounts designated in Table A.

'8 Amended: Amendments 1, 3, 15. In addition to Table A entitlements, Metropolitan also is a sublessee of
1,850 acre-feet of Ventura County Flood Control District entitlement. (See Attachment AA.)
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Articles 7(a), 7(b), and 7(c)

7. Change in Annud Entitlements; Maximum Annud Entitlement.

(@ ™ TheDistrict may, a any time or times during the term of this contract, by
timely written notice furnished to the State, request that project water be made available to it
thereafter in annual amounts gregter or |ess than the annua entitlements designated in Table A of
this contract. Subject to approva by the State of any such request, the State's construction
schedule shdl be adjusted to the extent necessary to satisfy the request, and the requested
increases or decreases in said annua entitlements shall be incorporated in said Table A by
amendment thereof. Requests for changesin annud entitlements for more than one year shdl be
approved by the State: Provided, That no change shdl be gpproved if in the judgment of the
Sateit would impair the financid feesibility of project fadilities.

(b) % Themaximum amount of project water to be made available to the District in
any one year under this contract shdl be 2,011,500 acre-fet, referred to in this contract asthe
Didrict's maximum annud entitlement, and in no event shdl such maximum amount of project
water to be made available to the Didtrict be increased over this amount, except asis provided
for in Articles 8 and 15(c).

(© In the event that the State enters into a contract with a contractor for service of
project water to an area outside the Digtrict, which area, as shown upon the officia records of
the Didtrict as of the date of execution of this contract, is proposed to be served by the District
with project water made available pursuant to this contract, provison being made therefor in
Table A included in Article 6(b), the Didtrict's annud entitlements and maximum annua
entitlement hereunder shall be appropriately reduced, effective on the effective date of said
contract for service of project water by the State to such area outsde the Digtrict, by
amendment of said Table A and subdivision (b) of this article respectivdy: Provided, That such
reductions shall not exceed the amounts of said contractor's annual entitlements and maximum
annud entitlement under its contract. Upon any reduction in the Didrict's annud entitlements and
maximum annud entitlement pursuant to this subdivision, the State shal appropriately reduce:
(2) the ddlivery capabilities to be provided in the project transportation facilities for service to
the Didtrict, and (2) the Didtrict's payment obligations hereunder.

¥ Amended: Amendment 25
2 Amended: Amendments 1, 3
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Articles8 and 9

8. Option to Increase Maximum Annua Entitlement. In the event that the maximum annud
entitlements under all contracts executed by the State on or before December 31, 1963, do not
aggregate the amount of the minimum project yield as herein defined, the State shall immediatdy notify
the Digtrict and al other contractors, and the Digtrict may elect to become entitled to the uncontracted
for portion of the minimum project yield in or up to an amount which bears the same retio to such
uncontracted for portion as the Digrict's maximum annua entitlement bears to the total of the maximum
annud entitlements of al contractors as of thet date: Provided, That such option may be exercised only
to the extent that the water involved can be put to beneficia use within areasonable period of time.
Such option shal become effective on the date that the Didtrict receives said notice from the State and
shdl remain in effect through September 30, 1964. If the full amount of such uncontracted for portion of
the minimum project yield is not preempted by the District under this option and by other contractors
through the exercise of smilar options on or before September 30, 1964, the Didtrict may request that it
become entitled to any amount of such water not so preempted. Such request shal be subject to
gpprova by the State and shdl be considered in the light of al smilar requests from other contractors.
The State shdl gpprove such request only to the extent that the water involved can be put to beneficia
use within a reasonable period of time. Upon the exercise of such option or upon the approva of such
request the Didtrict's maximum annua entitlement under Article 7(b) shal be increased by the amount of
the additiona entitlement thereby obtained by amendment of that article, and the Digtrict shdl become
obligated and hereby agrees to pay to the State a proportionate share of the costs attributable to such
increase in accordance with cost alocation principles and procedures set forth in this contract. The
service of and payment for said increased entitlement shal in al respects be subject to the terms and
conditions of this contract.

0. Obligationto Deliver Water Made Avallable. Project water made available to the
Didtrict pursuant to Article 6(b) shal be ddivered to the Didtrict by the State at the delivery structures
established in accordance with Article 10. At any time or times the Digtrict may refuse to accept
delivery of water made avallabletoit: Provided, That the Didrict shall remain obligated to make dll
payments required under this contract.
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Articles 10(a) through 10(d)

10. Ddivery Structures.

@ Project water made available to the Digtrict pursuant to this contract shall be
delivered to the Didtrict at such locations and times and through ddlivery structures of such
capacities as are requested by the District and approved by the State.

(b) Pursuant to subdivision (a) of thisarticle, the Didrict shal furnish to the State on
or before June 30, 1963, its written requests asto:

Q) The location of ddlivery structures for delivery of project water toit.

2 Thetime a which project water isfirgt to be delivered through each
such ddlivery structure.

3 The maximum instantaneous flow capacity in cubic feet per second to
be provided in each such ddlivery structure.

4 The maximum amount of water in acre-feet to be delivered in any one
month through each such delivery structure.

) The totd combined maximum ingtantaneous flow capacity in cubic feet
per second to be provided by al such delivery structures.

(6) The tota maximum amount of water in acre-feet to be delivered in any
one month through al such delivery sructures.

(© From time to time the Digtrict may request delivery structuresin addition to
those requested pursuant to subdivison (b) of thisarticle.

(d) The Didrict shdl pay dl of the costs of ddlivery structures for the ddivery of
project water to it, and shal deposit with the State, prior to the commencement of construction

of any such ddivery sructure, an amount of money estimated by the State to be sufficient to
cover the costs thereof.
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Articles 11(a), 11(b), and 12(a)

11. Measurement of Water Ddivered.

@ The State shal measure dl project water delivered to the Didtrict and shal keep
and maintain accurate and complete records thereof. For this purpose, the State shdl ingal,
operate, and maintain a all delivery structures for ddlivery of project water to the Didtrict such
measuring devices and equipment as are satisfactory and acceptable to both parties. Said
devices and equipment shall be examined, tested, and serviced regularly to insure their
accuracy. At any time or times, the Didtrict or any other contractor may ingpect such measuring
devices and equipment, and the measurements and records taken therefrom.

(b) The Digtrict shdl pay dl of the costs of acquiring and ingtaling the measuring
devices and equipment provided for in subdivison (a) of this article, and shall deposit with the
State, prior to such acquisition and ingtalation, an amount of money estimated by the State to be
sufficient to cover such costs.

12. ! Priorities, Amounts, Times, and Rates of Ddivery.

@ The amounts, times, and rates of ddlivery of project water to the Didtrict during
any year shall bein accordance with awater delivery schedule for that year, such schedule to be
determined in the following manner:

(@D} On or before October 1 of each year, the Didtrict shall submit in writing
to the State a preliminary water delivery schedule, subject to the provisons of this
articleand Articles 6(b), 7(b), 10 and 17, indicating the amounts of water desired by
the Digtrict during each month of the succeeding five (5) years.

(2)  ? Upon receipt of apreliminary schedule the State shall review it and,
after conaultation with the Didrict, shal make such modificationsin it as are necessary
to insure the ddivery of the annua quantity alocated to the Didrict in accordance with
Articdle 18 and to insure that the amounts, times, and rates of ddivery to the Didtrict will
be consstent with the State's overdl ddlivery ability, congdering the then current
delivery schedules of dl contractors. On or before December 1 of each year, the State
shdl determine and furnish to the Didtrict the water delivery schedule for the next
succeeding year which shal show the amounts of water to be ddivered to the Digtrict
during each month of thet year.

2 Title Amended; Amendment 25
2 Amended: Amendment 25
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Articles 12(a) and 12(b)

3 A water ddlivery schedule may be amended by the State upon the
Didtrict's written request. Proposed amendments shal be submitted by the Didtrict
within a reasonable time before the desired change is to become effective, and shdl be
subject to review and modification by the State in like manner as the schedule itself.

(b) % Innoevent shal the State be obligated to ddiver to any contractor through ll
delivery structures provided for such contractor atotal amount of project water in any year
greater than the contractor's annua entitlement for that year; nor to deliver to any contractor
from the project trangportation facilities downstream from Pumping Plant VI <the
A. D. Edmonsgton Pumping Plant> in any one month of any year atota amount of project water
greater than eleven percent (11%) of such contractor's annual entitlement for that year; nor to
deliver to any contractor from the project transportation facilities upstream from said Pumping
Pant VI <A. D. Edmonston Pumping Plant> in any one month of any year atotal amount of
project water greater than the sum of eighteen percent (18%) of that portion of such
contractor's annual entitlement for that year to be devoted to agricultural use, as determined by
the State, and eleven percent (11%) of that portion of such contractor's annud entitlement for
that year to be devoted to municipa use, as determined by the State: Provided, Thet if the State
delivers project water to any contractor through delivery structures both downstream and
upstream from said Pumping Plant VI <A. D. Edmonston Pumping Plant>, the foregoing
limitations on monthly deliveries to such contractor shall be based on an appropriate
gpportionment of such contractor's annua entitlement for that year to the respective portions of
such contractor's service area to which delivery is made from the project transportation facilities
downstream from said Pumping Plant VI <A. D. Edmonston Pumping Plant> and from the
project transportation facilities upstream therefrom: Provided further, That the respective
percentages set forth hereinabove may be revised by amendmert of this subdivision after
submission to the State of the respective contractor's requests with respect to maximum monthly
deliveries, such revison being subject to approval by the State and subject to advancement to
the State by the respective contractor of funds sufficient to cover any additiond codts of the
project transportation facilities occasioned thereby, as such cogts are determined pursuant to
Article 24(d): Provided further, That with respect to ddiveries to the Digtrict from the project
transportation facilities downstream from the Pumping Plant VI <A. D. Edmonston Pumping
Plant> the percentage of eleven percent (11%) is revised to the extent provided in Article 47(c)
of this contract.

% Amended: Amendment 2
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Articles 12(c) to 12(e)

(© 2 1In no event shdl the State be obligated to deliver water to the District through
dl ddivery structures at atota combined instantaneous rate of flow exceeding three thousand
sx hundred seventy-one (3,671) cubic feet per second, except asthis rate of flow may be
revised by amendment of this article after submission to the State of the Didtrict's requests with
respect to maximum flow capacitiesto be provided in said delivery structures, pursuant to
Artidle 10.

(d) »(Deleted.)
(e Ddivery of Carry-over Entitlement Water.

Upon request of the Agency <Didtrict>, the State shall make Carry-over Entitlement
Water available for ddlivery to the Agency <Didrict> during the first three months of the next
year, to the extent that such ddliveries do not adversdly affect current or future project
operations, as determined by the State. The State's determination shall include, but not be
limited to the operationa congtraints of project facilities, filling of project conservation storage,
flood control releases and water quality restrictions.

Carry-over of entitlement water shal be limited to entitlement water that was included in
the Agency's <Digtrict's> gpproved ddlivery schedule for October, November and December,
but was not ddlivered due to:

@ Scheduled or unscheduled outages of facilities within the Agency's
<Didtrict's> service area; or

2 A delay in the planned gpplication of a contractor's annua entitlement
water for pre-irrigation; or

3 A dday in the planned spreading of the Agency's <Didtrict's> annud
entitlement water for groundwater storage.

After determining that the carry-over of entitlement water would not adversdy affect
project operations, the State shdl notify the Agency <Didtrict> of the amount of entitlement
water to be carried over to the following January through March period. The natification shdl
include the proposed terms and conditions congstent with this Article 12(e) that would govern
the ddivery of the Carry-over Entitlement Water.

2 Amended: Amendments 1, 3
% Deleted: Amendment 25
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Articles 12(e) and 12(f)

The Agency <District> agreesto pay dl sgnificant identifiable costs associated with its
Carry-over Entitlement Water, as determined by the State.

All scheduling and delivery of Carry-over Entitlement Water shal be carried out
pursuant to the provisons of this Contract.

The Agency <Didtrict> agrees to forego the ddivery of any Carry-over Entitlement
Water that islost because of project operations or is not delivered by March 31 of the next
year.

Any Carry-over Entitlement Water foregone by the Agency <Didtrict> will become a
part of the current year's total project supply.

® % Priorities.

Each year water deliveries to the contractors shall be in accordance with the following
priorities to the extent there are conflicts:

Firgt, project water to meet scheduled deliveries of contractors annual
entitlements for that year.

Second, interruptible water to the extent contractors annua entitlements for that
year are not met by the firgt priority.

Third, project water to fulfill delivery requirements pursuant to Article 14(b).
Fourth, project water previoudy stored pursuant to Articles 12(e) and 56.

Fifth, nonproject water to fulfill contractors annua entitlements for that year not
met by the firgt two priorities.

Sixth, additiond interruptible water delivered to contractors in excess of their
annua entitlements for thet year.

Seventh, additional nonproject water ddlivered to contractors in excess of their
annud entitlements for thet yeer.

% A dded: Amendment 25
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Article 13(2), 13(b), 14(a), and 14(b)

13. Responghilities for Ddivery and Digtribution of Water.

€) Neither the State nor any of its officers, agents, or employees shall be liable for
the control, carriage, handling, use, disposd, or distribution of project water supplied to the
Didrict after such water has passed the ddlivery structures established in accordance with
Article 10; nor for claim of damage of any nature whatsoever, including but not limited to
property damage, persond injury or death, arising out of or connected with the control,
carriage, handling, use, disposa or digtribution of such water beyond said delivery Structures;
and the Didrict shdl indemnify and hold harmless the State and its officers, agents, and
employees from any such damages or claims of damages.

(b) Neither the Digtrict nor any of its officers, agents, or employees shdl beliable
for the control, carriage, handling, use, disposd, or distribution of project water before such
water has passed the ddlivery structures established in accordance with Article 10; nor for dlam
of damage of any nature whatsoever, including but not limited to property damage, persona
injury or deeth, arising out of or connected with the control, carriage, handling, use, disposd, or
digtribution of such water before it has passed said delivery structures.

14. % Curtalment of Ddivery.

@ State May Curtail Ddliveries.

The State may temporarily discontinue or reduce the delivery of project water to the
Didtrict hereunder for the purposes of necessary investigation, ingpection, maintenance, repair,
or replacement of any of the project facilities necessary for the ddlivery of project water to the
Didtrict, aswell as dueto outagesin, or reductions in capability of, such facilities beyond the
State's control or unusesbility of project water due to an emergency affecting project facilities.
The State shdl notify the Didtrict as far in advance as possible of any such discontinuance or
reduction, except in cases of emergency, in which case notice need not be given.

(b) Didrict May Receive Later Delivery of Water Not Delivered.

In the event of any discontinuance or reduction of delivery of project water pursuant to
subdivision (a) of this article, the Digtrict may elect to receive the amount of annud entitlement
which otherwise would have been ddlivered to it during such period under the water delivery
schedule for that year at other times during the year or the succeeding year to the extent that
such weter isthen available and such dection is congstent with the State's overall ddivery
ability, consdering the then current delivery schedules of annud entitlement to al contractors.

2 Amended: Amendment 25
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Article 15(8), 15(b), and 15(c)

15. Use of Water.

€) No sde or other disposal of project water delivered to the District pursuant to
this contract shal be made by the Didtrict for use of such water outside the Didrict which
would, in the judgment of the State, materidly impair the Didtrict's capacity to make payments
to the State as provided for in this contract. Except insofar as such water is sold by the Didtrict
to the United States, the State of California, or to purchasers for use within areas which are
outside the areas proposed to be served by the State with water made available by the system,
project water ddlivered to the District pursuant to this contract shall not be sold or otherwise
disposed of by the Didrict for use outside the Digtrict without the prior written consent of the
State. The Didtrict shdl notify the State as promptly as feasible of dl sales or other disposds of
project water made or proposed to be made by the Digtrict for use outside the Didtrict.

(b) While this contract is in effect, no change shal be made in the organization of
the Didtrict which would materidly impair the Didrict's capacity to make payments to the State
as provided for herein. The Didrict shall notify the State as promptly as feasible of any change
or proposed change in the Didtrict's boundaries.

(© In the event of annexation by the Didrrict of territory lying within an area served
or to be served by the State with project water pursuant to a contract between the State and
another contractor, and subject to the consummeation of appropriate agreements between the
State, the Didtrict, and such other contractor, the Didtrict's annual entitlements and maximum
annud entitlement under this contract shdl be increased by the amounts of the annud
entitlements and maximum annua entitlement contracted for by said contractor for usein sad
annexed territory. In the event of annexation by the Didrict of territory lying within an area
proposed to be served by the State with project water, but for which no contract has been
executed by the State for service of project water for use in such annexed territory, the Didtrict's
annud entitlements and maximum annual entitlement under this contract, a the request of either
the State or the Didrict, shall be increased by the amounts of the prospective annua entitlements
and maximum annuad entitlement to project water alocated or assgned by the State for usein
sad annexed territory. Upon any increase in the Didrict's annud entitlements and maximum
annud entitlement pursuant to this subdivison, Table A induded in Artidle 6(b), and Article 7(b)
shal be amended accordingly and the Didtrict shall become obligated and hereby agreesto pay
to the State a proportionate share of the costs attributable to such increase in accordance with
cost dlocation principles and procedures et forth in this contract. The service of and payment
for such increased annud entitlements and maximum annua entitlement shall in dl respects be
subject to the terms and conditions of this contract.

Articles 15(d), 16(a) through 16(€)

-42 -



(d) % The State shall make no other contract to supply project water for use within
the boundaries of the Didtrict without the consent of the Didrict, and shal not authorize any
other contractor to supply project water for use outside such other contractor's boundaries and
within the boundaries of the Didtrict without the consent of the Didtrict.

16. Continuity and Dependability of Water Supply.

(@ % Limiton Totd of dl Maximum Annual Entitlement.

The Didrict's maximum annua entitlement hereunder, together with the maximum annua
entitlements of al other contractors, shal aggregate no more than the minimum project yidd as
defined herein and in no event more than 4,185,000 acre-feet of project water.

(b) The State shall make al reasonable efforts to perfect and protect water rights
necessary for the System and for the satisfaction of water supply commitments under this
contract.

(© Commencing within two (2) years from the yeer of initia weter ddivery to the
Didrict, the State shdl submit to the Didtrict at five-year intervals areport on the State's ability
to meet future demands for project water and for supplemental water, and on the State's plans
for congtructing additiona project conservation facilities and supplementa conservetion facilities.
Such reports shal include al estimates, projections, and other data which the State deems
relevant thereto.

(d) Bond funds required to be expended for the congtruction of additiona facilities
of the System under the provisions of Section 12938 of the Water Code shdl be expended only
for congtruction of additiona project conservation facilities as defined herein, and related,
gppurtenant facilities necessary and desirable to meet local needs: Provided, That if a any time
after 1985 the State finds that a part or al of such bond funds are not then required for the
above purpose, and will not be so required within the next succeeding ten (10) years, such bond
funds may be used, to the extent permitted in the Bond Act, to construct supplemental
conservetion facilities as defined herein.

(e In planning and designing supplementa conservetion facilities the State shdl give
consderation to the requirements and demands for supplementa water of the Digtrict and others
who have contracted for project water. Entitlements to supplemental water shal be obtained,
and repayment therefor shal be arranged, in contracts separate from contracts for project
water.

28 Amended: Amendment 12
29 Amended: Amendments 1,25



Article 17(a)

17. Congtruction of Project Facilities.

(@ ¥ Subject to the rights of the District under subdivision (b) of this article and the
other provisions of this contract, the State shall provide in each agueduct reach of the project
trangportation facilities, other than the East Branch Aqueduct and the West Branch Aqueduct,
such maximum monthly delivery capability for the transport and ddlivery of project water to the
Didrict as, in the judgment of the State, will best serve the interests of the Didtrict and all other
contractors entitled to delivery of project water from or through said facilities: Provided, That
within three (3) months &fter ether the effective dete of this contract or the execution of any
amendments to this contract pursuant to the first proviso in Article 2, whichever islater, the
Didrict shdl furnish to the State awritten request specifying such maximum monthly delivery
capabilities, and the State shdl give full congderation to such request in planning and designing
sad facilities. On or before June 30, 1963, the Didtrict shdl furnish to the State its written
request specifying, subject to Articles 6(b), 7(b), 12(b), and 12(c), the maximum monthly
delivery capability to be provided in each reach, including reservairs, of the East Branch
Aqueduct and of the West Branch Aqueduct for the transport and ddlivery of project water to
the Didtrict, and specifying from which of said Branch Aqueducts the Didtrict shal receive water
in the year of initid water ddivery to the Didrict and the year in which the first ddivery of
project water from the other of said Branch Aqueducts shall be made to the Didtrict. Such
maximum monthly ddlivery capabilities and timing of first deliveries of project water from said
Branch Aqueducts shall be as so requested by the Didtrict:

Provided, Thet the Didtrict shdl not specify less than atotal maximum monthly ddivery
cgpability of sxty-one thousand two hundred and sixty-five (61,265) acre-feet in each of sad
Branch Aqueducts for the transport and delivery of project water to the Didtrict, and the
Didtrict's payment obligation under the Trangportation Charge for said Branch Aqueducts shal
be in accordance therewith unless the Didtrict requests a greater total maximum monthly delivery
cgpahility in ether or both of said Branch Aqueducts pursuant to this subdivision:

Provided further, That in the event said request by the Digtrict with respect to the timing of first
deliveries of project water to the Didrict from said Branch Aqueductsis, in the judgment of the
State, incompatible with smilar requests received from other contractors to be served from or
through said Branch Aqueducts, which contractors have executed contracts with the State on or
before June 30, 1963, the timing of first deliveries of
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Articles 17(a) and 17(b)

project water to the Didtrict and such other contractors from said Branch Aqueducts shal be as
edtablished by mutuad agreement among the State, the Didtrict, and said contractors: Provided
further, That if such agreement has not been reached on or before December 31, 1963, the
State may then congtruct said Branch Aqueductsin accordance with such congtruction
schedules as, in the judgment of the State, will best serve the interest of dl serve the interests of
al those contractors whose service areas are located south of the South Portd of the Tehachapi
Tunnds and which have executed contracts with the State on or before June 30, 1963.

(b) 3 The State shall design and construct the project transportation facilities so as
to provide for each reach thereof, including reservairs, the capacity necessary to enable delivery
of project water in each year to the Digtrict and to other contractors in the maximum monthly
amounts and a the locations, times, and maximum rates specified or provided for in their
respective contracts for such year, and shdl include in each such reach such capacity asis
economicaly judtified in the judgment of the State to compensate for scheduled outages for
purposes of necessary investigation, ingpection, maintenance, repair or replacement of project
facilities, and for losses of water due to evaporation, leskage, seepage, or other causes. Subject
to Articles 6(b), 7(b), 12(b), and 12(c), the capacity so to be provided by the State for each
reach of the project transportation facilities necessary for trangporting water to the Digtrict shall
be sufficient to enable ddlivery to the Didtrict in each month of any year of an amount of water
up to but not exceeding eeven percent (11%) of the Didtrict's annud entitlement for the
respective year and, upon completion of the project facilities, to enable ddlivery to the Didrict in
each month of any year of an amount of water up to but not exceeding e even percent (11%) of
the Didrict's maximum annud entitlement: Provided, That regulatory storage reservoirs included
in the project transportation facilities may be utilized in conjunction with conveyance capacity
provided in sad facilities for ddivery to the Didtrict of the foregoing monthly amounts, subject to
the retention at dl times, except during periods of emergency, in each reservoir on the East
Branch Aqueduct and the West Branch Aqueduct, respectively, of an amount of stored water
reasonably sufficient to meet emergency requirements of the Didtrict for project water during the
respective year: Provided further, That excess capacity shall be provided in accordance with
Article 47(c) of this contract.

31 Amended: Amendment 2
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Articles 17(c), 17(d), and 17(e)

(© The Didrict shal have a reasonable opportunity to ingpect and study the State's
plans and specifications for dl project facilities during the planning stage and prior to the
solicitation of bids for the construction thereof, and may make comments and recommendations
thereon to the State. Such privilege shdl aso extend to any plans and specifications or
proposed agreements for the use by the State, in conjunction with the project facilities, of
facilities owned by an entity other than the State. The State shall not enter into any such
agreement which would impair the State's ability to perform fully its obligations under this
contract.

(d) No bonds shdl be sold nor funds expended under the authority of the Bond Act
for the congtruction of any agueduct or gppurtenance thereto included in the System unless and
until contracts are executed which will insure the recovery by the State of at least seventy-five
percent (75%) of those capita costs of the particular agueduct and any appurtenances thereto
which shall be reimbursable by the contractors as determined by the State; nor shal any bonds
be sold or funds expended under the authority of the Bond Act for the construction of any
project conservation facility or supplementa conservation facility, unless and until contracts are
executed which, together with estimated revenues from the sale or other disposd of dectrical
energy generated in connection with operation of project conservation facilities and
supplemental conservation facilities, will insure the recovery by the State of at least saventy-five
percent (75%) of those capital costs of the particular facility which shdl be reimbursable by the
contractors as determined by the State: Provided, That the foregoing limitations shal not gpply
with respect to: (1) surveys, engineering studies, exploratory work, designs, preparation of
congtruction plans and specifications, acquisition of lands, easements and rights of way,
relocation work, and essentia adminigtrative work in connection therewith; (2) congtruction for
which appropriations had been made prior to gpprova of the Bond Act by the voters of the
State of Cdifornia; and (3) congtruction of facilities pursuant to an agreement between the State
and the United States.

(e The State shdl make dl reasonable efforts to commence congruction of the
project trangportation facilities on or before June 30, 1963. In the event that no contract for
congtruction of project trangportation facilities south of the San Luis Cand of the San Luis unit
of the Federal Central Valey Project has been let on or before December 31, 1964, and that
no bonds have been issued nor funds expended for construction of said facilities by that date,
the Didtrict a any time after December 31, 1964, may at its option terminate this contract by
giving notice of such termination to the State, such termination to be effective Sx (6) months
after the giving of such notice, whereupon both parties hereto shdl be rdlieved of al further
obligations hereunder: Provided, Thet if the Digtrict has not theretofore given such notice, this
option shdl expire upon the letting by the State of a contract for congtruction of said facilities at
any time after March 31, 1965.

- 46 -



Article 17(f)

® In the event that the State fails or is unable to complete construction of any
portion or portions of the project trangportation facilities necessary to ddliver water to the
Didrict as provided in this contract, and gives the Didtrict written notice thereof, or by reason of
such failure or inability congtruction of said facilities has ceased for a period of two and one-hdf
(2-1/2) years, the Didrict, if it be not then in default and without exclusion of such other rights as
it may have under this contract, may exercise the following options:

(@D} The Didrict may provide funds to the State in such amounts and at such
times as may be necessary to enable the State to complete construction of such
uncompleted portion or portions of the project trangportation facilities to the extent
necessary for the trangport and ddlivery of water to the Didtrict as provided for in this
contract: Provided, That the State shall be and remain the owner of such project
transportation facilities or portions thereof constructed in whole or in part with funds
provided by the Didtrict, and shdl be and remain obligated to operate, maintain, repair
and replace such facilities to the full extent contemplated in this contract: Provided
further, That the amount of any funds so provided by the Digtrict shal be credited by the
State againgt the Didtrict's payment obligation under the capital cost component of the
Trangportation Charge, but the Didtrict shdl be and remain obligated to pay its share of
any capital costs of the above-described facilities not paid for with such funds, together
with its proportionate share of the operation, maintenance, power and replacement
cogts of such facilities.

2 The Didtrict may at its own expense, and on ajoint venture basisif such
an arangement is made with other contractors having smilar options, connect to the
project transportation facilities constructed by the State for the purpose of receiving
project water to which it is entitled under this contract. In such event and
notwithstanding any other provisons of this contract, the structures for ddivery of
project water to the Digtrict pursuant hereto shdl thereafter be deemed to be located at
such point of connection. Specific arrangements for acquiring, constructing, operating,
maintaining and replacing the Didrict's facilities at the point of connection thereof with
the State's facilities shall be in accordance with terms and conditions mutually agreed
upon by the parties: Provided, That the State shal be and remain the owner of all
facilities congtructed by it to said point of connection, and the Didtrict shal be and
remain obligated to pay its proportionate share of the cogts thereof.
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Articles 17(g) and 18(a)

(0  * Adjustments Due to Supplemental Financing Costs.

(@) If acontractor, with gpprova of the State, advances funds to the State
to asss the State in financing congtruction of project facilities (except advances for
delivery structures, measuring devices and excess capacity and also excepting advances
made under Artide 47(m) of this contract), such advance shal be amortized by means
of annua credits to the contractor having made such advance of funds to the State, with
such credits being equd to the actua bond service obligations payable by such
contractor by reason of such advance or, if no bonded debt was incurred, then such
credits shal be sufficient to cover the repayment of principa and interest costls which
would have resulted if the contractor had sold bonds for the purpose of funding the
advance as determined by the State.

2 If, after May 1, 1969, any source of funds other than those provided by
the Bond Act is employed to finance construction of specific project facilities, any
additiona costs incurred because of such financing will not be charged to the
contractors, except for adjustments to the "project interest rate'’.

18.  * Shortage in Water Supply.

@ Shortages, Delivery Priorities.

In any year in which there may occur a shortage due to drought or any other cause
whatsoever, in the supply of project weter available for delivery to the contractors, with the
result that such supply isless than the total of the annua entitlements of dl contractors for thet
year, the State shd| alocate the available supply in proportion to each contractor's annud
entitlement as set forth in its Table A for that year and shdl reduce the dlocation of project
water to each contractor using such water for agricultural purposes and to each contractor using
such water for other purposes by the same percentage of their respective annua entitlements for
that year: Provided, that the State may dlocate on some other basis if such is required to meet
minimum demands of contractors for domestic supply, fire protection, or sanitation during the
year. If acontractor is allocated more water than it requested, the excess water shall be
redllocated among the other contractorsin proportion to their annua entitlements as provided
for above: The foregoing provisons of this subdivison shal be inoperative to the extent
necessary to comply with subdivision (c) of thisarticle and to the extent that a contractor's
annud entitlement for the respective year reflects established rights under the area of origin
dtatutes precluding a reduction in ddiveries to such contractor.

% Amended: Amendment 9
3 Amended: Amendment 25
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Article 18(b) and 18(c)

(b) * (Deeted)
(© % Permanent Shortage; Contracts for Areas-of-Origin.

In the event that the State, because of the establishment by a party of a prior right to
water under the provisions of Sections 11460 through 11463 of the Water Code, entersinto a
contract with such party for a dependable supply of project water, which contract will cause a
permanent shortage in the supply of project water to be made available to the Didtrict
hereunder:

(@) The State shdl: (i) equitably redistribute the costs of dl transportation
fadlitiesincluded in the Syster among dl contractors for project water, taking into
account the diminution of the supply to the Digtrict and other prior contractorsin
accordance with the terms of their contracts, and (ii) revise the Didtrict's annud
entitlements and maximum annua entitlement, by amendment of Table A of this contract
to correspond to the reduced supply of project water to be made available to the
Didrict: Provided, That such redigtribution of costs of transportation facilities shal not
be made until there has been reasonable opportunity for the Didrict to exercise the
option provided for in (2) below, and for other prior contractors to exercise smilar
options.

2 The Didlrict, at its option, shdl have the right to use any of the project
transportation facilities which by reason of such permanent shortage in the supply of
project water to be made available to the Didtrict are not required for ddivery of
project water to the Didtrict, to trangport water procured by it from any other source:
Provided, Tha such use shal be within the limits of the capacities provided in the
project trangportation facilities for service to the Didtrict under this contract: Provided
further, That, except to the extent such limitation in Section 12931 of the Water Code
be changed, the Didtrict shdl not use the project trangportation facilities under this
option to trangport water the right to which was secured by the Didrict through eminent
domain unless such use be gpproved by the Legidature by concurrent resolution with a
mgority of the members eected to each house voting in favor thereof. This option shal
terminate upon a redigtribution of costs of trangportation facilities by the State pursuant
to (1) above. Inthe event that this option is exercised, the State shdl take such fact into
account in making such redigtribution of costs, and shall offset such use as is made of
the project trangportation facilities pursuant thereto againgt any reduction in the Didtrict's
payment obligation hereunder resulting from such redistribution of costs.

% Deleted: Amendment 25
% Amended: Amendment 25
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Article 18(d), 18(e), and 18(f)

(d) Reingatement of Entitlements.

If after any revison of annud entitlements and maximum annud entitlements pursuant to
subdivison (c) of this article, circumstances arise which, in the judgment of the State, judtify a
revison upward of the same, the State shall, with the consent of the affected contractor,
reingtate proportionately the previoudy reduced entitlements of such contractor to the extent
deemed judtified, and shall equitably redistribute the costs of the project trangportation facilities
if inequities would otherwise occur as aresult of such reingatement of entitlements.

(e Advance Notice of Delivery Reductions.

The State shdl give the Didtrict written notice as far in advance as possible of any
reduction in deliveries to it which is to be made under subdivison (8) of thisarticle and, to the
extent possible, shdl give the Didrict written naotice five (5) yearsin advance of any reductionin
itsannua entitlements and maximum annua entitlement under subdivison (c) of thisarticle.
Reports submitted to the Didtrict pursuant to Article 16(c) may congtitute such notices.

® No Liability for Shortages.
Nether the State nor any of its officers, agents, or employees shdl beligble for any
damage, direct or indirect, arisng from shortages in the amount of water to be made available

for ddivery to the Didtrict under this contract caused by drought, operation of area of origin
datutes, or any other cause beyond its control.
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Article 19(8), 19(b), and 19(c)

19. Water Qudity.

€) It shall be the objective of the State and the State shal take dl reasonable
measures to meke available, a dl delivery structures for delivery of project water to the Didrict,
project water of such qudity that the following constituents do not exceed the concentrations
dated as follows:

WATER QUALITY OBJECTIVES FOR
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

Condtituent Unit Monthly Average Averagefor any Maximum
10-year Period

Totd disolved solids ppm. 440 220 -
Tota hardness ppm. 180 110 -
Chlorides ppm. 110 55 -
Sulfates ppm. 110 20 -
Sodium percentage % 50 40 -
Fluoride ppm. - - 15
Lead ppm. - - 0.1
Sdenium ppm. - - 0.05
Hexavdent Chromium ppm. - - 0.05
Arsenic ppm. - - 0.05
Iron and Manganese together ppm. - - 0.3
Magnesum ppm. - - 125.
Copper ppm. - - 3.0
Zinc ppm. - - 15.
Phenol ppm. - - 0.001

(b) The State shdl regularly take samples of water at each deivery sructure for
delivery of project water to the Digtrict, and shal make chemica and physical andyses and tests
of such samples. The State shdl keep accurate and complete records of al such analyses and
tests, which records shdl be available for ingpection by the Didrict at any time or times.

(© If through no negligence of the State or its officers, agents, or employees, the
Stae isunable to attain the quality objectives set forth in subdivison (a) of this article, neither
the State nor any of its officers, agents, or employees shdl be liable in any manner whatsoever
for such deviation from said quality objectives.
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Articles 20, 21(a), and 21(b)

20.  Suspensionof Service. Inthe event of any default by the Didrict in the payment of any
money required to be paid to the State hereunder, the State may, upon not less than six months notice
to the Digtrict, suspend deliveries of water under this contract for so long as such default continues:
Provided, That during such period the Digtrict shal remain obligated to make al payments required
under this contract. Action taken pursuant to this article shal not deprive the State of or limit any
remedy provided by this contract or by law for the recovery of money due or which may become due
under this contract.

21. 3 Interruptible Water Service.

@ Allocation of Interruptible Weter.

Each year from water sources available to the project, the State shal make available
and dlocate interruptible water to contractors in accordance with the procedure in Article
18(a). Allocations of interruptible water in any one year may not be carried over for delivery in
a subsequent year, nor shal the ddivery of interruptible water in any year impact a contractor's
approved ddiveries of annual entitlement or the contractor's dlocation of water for the next
year. Ddliveries of interruptible water in excess of a cortractor's annua entitlement may be
made if the ddliveries do not adversaly affect the State's ddivery of annud entitlement to other
contractors or adversely affect project operations. Any amounts of water owed to the Didtrict
as of the date of this amendment pursuant to former Article 12(d), any contract provisons or
letter agreements relating to wet weather water, and any Article 14(b) balances accumulated
prior to 1995, are canceled. The State shal heresfter useits best efforts, in amanner that
causes no adverse impacts upon other contractors or the project, to avoid adverse economic
impacts due to a contractor's inability to take water during wet westher.

(b) Raes

For any interruptible water delivered pursuant to this article, contractors shall pay the
State the same (including adjustments) for power resources (including on-agueduct,
off-aqueduct, and any other power) incurred in the transportation of such water asif such
interruptible water were entitlement water, aswell as al incrementa operation, maintenance,
and replacement cogts, and any other incrementa costs, as determined by the State. The State
shdl not include any adminigtrative or contract preparation charge. Incremental costs shal mean
those non-power costs which would not be incurred if interruptible water were not scheduled
for or delivered to the contractor. Only those contractors not participating in the repayment of
the capitd costs of areach shal be required to pay any use of facilities charge for the delivery of
interruptible water through that reach.

36 Amended: Amendments 16, 25
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Articles 21(c), 22(a), and 22(b)

(© Contracts.

To obtain asupply of interruptible water, a contractor shall execute a further contract
with the State which shdl be in conformity with this article and shdl include at least provisons
concerning the scheduling of deliveries of interruptible water and times and methods of payment.

C. PAYMENT PROVISIONS

22. DdtaWater Charge.

@ The payments to be made by each contractor for project water shall include an
annua charge designated as the Delta Water Charge. This charge, together with the total
revenues derived during the project repayment period from the sale or other disposal of
electrica energy generated in connection with operation of project conservation facilities, shdl
return to the State during the project repayment period al costs of the project conservation
facilities incurred during the project repayment period, including capital, operation, maintenance,
power, and replacement cogts, which are dlocated to the purpose of water conservation in,
above, and below the Ddta pursuant to subdivision (€) of this article. Wherever referenceis
meade, in connection with the computation or determination of the Delta Water Charge, to the
costs of any facility or facilities included in the System, such reference shdl be only to those
cogts of such facility or facilities which are rembursable by the contractors as determined by the
State.

(b) " For each contractor receiving project water in any year through
December 31, 1969, the Delta Water Charge shal be the product of $3.50 and the contractor's
annual entitlement to project water for the respective year. For each contractor receiving
project water in the year 1970, the Delta Water Charge shdl be the product of $6.65 and the
contractor's annual entitlement to project water for that year. The $6.65 rate for the year 1970
shdl consst of acapita cost component of $5.04 and a minimum operation, maintenance,
power and replacement component of $1.61. For each contractor receiving project water in the
year 1971, the Delta Water Charge shall be the product of $7.24 and the contractor's annua
entitlement to project water for that year. The $7.24 rate for the year 1971 shall consist of a
capital cost component of $5.44 and a minimum operation, maintenance, power and
replacement component of $1.80. After December 31, 1971, the Delta Water Charge shall
cons st and be the sum of the following components as these are computed in accordance with
subdivisons (c) and (d) of this article: a capitd cost component; a minimum operation,
maintenance, power and replacement component; and a variable operation, maintenance,
power and replacement component.

37 Amended: Amendments 9,10
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Where:

Article 22(c)

(© The capitd cogt, the minimum operation, maintenance, power, and replacement,
and the variable operation, maintenance, power, and replacement components of the Delta
Water Charge, together with that portion of the revenues derived during the project repayment
period from the sale or other disposa of electrica energy generated in connection with
operation of project conservation facilities which is alocated by the State to repayment of the
respective category of costs, shdl return to the State during the project repayment period,
respectively, the following categories of the costs alocated to the purpose of water conservation
in, above, and below the Delta pursuant to subdivision (€) of thisarticle: (1) capital codts; (2)
operation, maintenance, power, and replacement costs incurred irrespective of the amount of
project water delivered to the contractors; and (3) operation, maintenance, power, and
replacement costs incurred in an amount which is dependent upon and varies with the amount of
project water delivered to the contractors: Provided, That each of the above categories of costs
shall be inclusive of the appropriate costs properly chargegble to the generation and
transmission of dectrica energy in connection with operation of project conservation facilities.
Each component of the Delta Water Charge shdl be computed on the basis of arate which,
when charged during the project repayment period for each acre-foot of the sum of the yearly
totals of annua entitlements of &l contractors, will be sufficient, together with that portion of the
revenues derived during the project repayment period from the sale or other disposal of
electrica energy generated in connection with operation of project conservation facilities which
is dlocated by the State to repayment of the respective category of codts, to return to the State
during the project repayment period al costs included in the respective category of costs
covered by that component. Each such rate shal be computed in accordance with the following
formula

(Cor) @+ i)+ (Co-r)@+i)*+ .+ (G- )@+ 0)
ee(l+i)"+ e@+i)*+ ..+ e(@+i)"

i= The project interest rate.

c= The total costsincluded in the respective category of costs and
incurred during the respective year of the project repayment period.

r= That portion of the revenues derived from the sale or other disposa of
eectrica energy dlocated by the State to repayment of the costs
included in the respective category and incurred during the respective
year of the project repayment period.
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Article 22(c)

The respective year of the project repayment period during which the costs
included in the respective category are incurred, n being the last year of the
project repayment period.

With respect to the capitd cost and minimum operation, maintenance,
power, and replacement components, the tota of annua entitlements to
project water of al contractors for the respective year of the project

repayment period.

With respect to the variable operation, maintenance, power, and
replacement component, the total of the amounts of project weater delivered
to al contractors for the respective year of the expired portion of the
project repayment period, together with the total of annud entitlements to
project water of al contractors for the respective year of the unexpired
portion of the project repayment period.

The respective year of the project repayment period in which the annua
entitlements or project water deliveries occur, n being the last year of the
project repayment period.

The number of yearsin the project repayment period.
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Artidles 22(d) and 22(¢)

(d) The capitd cost and minimum operation, maintenance, power, and replacement
components of the Delta Water Charge shdl be the product of the appropriate rate computed
under subdivision (c) of this article, and the contractor's annua entitlement to project water for
the respective year. The variable operation, maintenance, power, and replacement component
of the charge shall be the product of the appropriate rate computed under subdivison (c) of this
article and the number of acre-feet of project water delivered to the contractor during the
respective year: Provided, That when project water has been requested by a contractor and
delivery thereof has been commenced by the State, and, through no fault of the State, such
water iswasted as aresult of failure or refusa by the contractor to accept delivery thereof, said
variable component during such period shal be the product of said rate per acre-foot and the
sum of the number of acre-feet of project water delivered to the contractor and the number of
acre-feet wasted.

(e  *Prior to thetimethat additiona project conservation fadilities or supplementa
consarvation facilities are congtructed, the Delta Water Charge shal be determined on the basis
of an alocation to project purposes, by the separable cost-remaining benefits method, of al
actua and projected cogts of dl thoseinitid project conservation facilities located in and above
the Délta, and upon an allocation to the purposes of water conservation and water
transportation, by the proportionate use of facilities method, of al actua and projected costs of
the following project facilities located below the Ddlta: The aqueduct intake facilities at the
Deta, Pumping Plant | (Delta Pumping Plant) <Harvey O. Banks Ddlta Pumping Plant>, the
aqueduct from the Deltato San Luis Forebay (O'Nelll Forebay), San Luis Forebay (O'Naeill
Forebay), and San Luis Resarvoir: Provided, That al of the actual and projected costs properly
chargeable to the generation and transmission of eectrical energy in connection with operation
of project conservation facilities shall be alocated to the purpose of water conservation in,
above, and below the Ddlta Provided further, That alocations to purposes the cost of which
are to be paid by the United States shall be as determined by the United States.

Commencing in the year in which the State first awards a mgjor construction contract
for congtruction of a mgjor feature of additiona project conservation facilities, or first
commences payments under a contract with afedera agency in the event amgjor feature of
additiona project conservation facilities is congtructed by such federal agency under an
agreement requiring the State to pay al or part of the costs of such congtruction, the Ddlta
Water Charge shal be determined on the basis of the foregoing alocations and upon an
allocation to project purposes, by the separable costs-remaining benefits method

38 Amended: Amendment 11
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Article 22(e), 22(f), and 22(q)

and subject to the foregoing provisos, of al projected costs of such fegture of the additiona
project conservation facilities: Provided, Thet if the agreement with such federd agency adlows
repayment of costs of a portion of afacility to be deferred, the associated costs of such portion
shdl be excluded from the Delta Water Charge computations until repayment of such deferred
costs or interest thereon is commenced by the State: Provided further, That al costs of
additional project conservation facilities incurred prior to the award of amajor construction
contract, shdl be included in the Delta Water Charge computations in the year in which they are
incurred.

® The rates to be used in determining the components of the Delta Water Charge
pursuant to subdivision (d) of this article and to become effective on January 1, 1970, shdl be
computed by the State in accordance with subdivision (c) of this article prior to that date. Such
computation shdl include an adjustment which shal account for the difference, if any, between
revenues received by the State under the Delta Water Charge prior to January 1, 1970, and
revenues which would have been received under the charge prior to that date had it been
computed and charged in accordance with subdivisions (c) and (d) of this article. Upon such
computation, a document establishing such rates shall be prepared by the State and attached to
this contract as an amendment of this article. The State shall recompute such rates each year
thereafter, and each such recomputation shdl take account of and reflect increases or decreases
from year to year in projected costs, outstanding reimbursable indebtedness of the State
incurred to construct the project conservation facilities described in subdivison (€) of this article,
annua entitlements, ddliveries of project water, project interest rate, revenues from the sde or
other disposal of eectrica energy, and dl other factors which are determinative of such rates. In
addition, each such recomputation shal include an adjustment of the rates for succeeding years
which shall account for the differences, if any, between projections of costs used by the State in
determining said rates for dl preceding years, and actua costs incurred by the State during such
years. Upon each such recomputation, an appropriately revised copy of the document
establishing such rates shal be prepared by the State and attached to this contract as an
amendment of thisarticle.

(@  * Upon the construction of the supplemental conservation fadilities, the Ddlta
Water Charge shall be paid by dl contractors for supplementa water, as well as by contractors
for project water, and, together with revenues derived from the sale or other disposal of
electrical energy generated in connection with operation of project conservation facilities and
supplementa conservation facilities, shdl return to the State, in addition to those codts of the
project conservation facilities alocated to the purpose of water conservation, in, above, and
below the Ddta pursuant to subdivision (e) of thisarticle, dl

39 Amended: Amendment 11

-60 -



Articles 22(g) and 22(h)

cogs of such supplementa conservetion facilities, including capital, operation, maintenance,
power, and replacement costs which are alocated to the purpose of water conservation, in,
above, and below the Delta pursuant hereto. Commencing in the year in which the State first
awards amgjor congtruction contract for congtruction of amajor feature of any supplementd
consarvation facilities, or first commences payments under a contract with afederal agency in
the event amgor feature of supplementa conservation facilitiesis constructed by such federd
agency under an agreement requiring the State to pay dl or part of the costs of such
congruction, the Delta Water Charge shal be determined on the basis of the alocations made
pursuant to subdivision (€) of this article, and upon an alocation to project purposes, by the
separable costs-remaining benefits method and subject to provisos corresponding to those
contained in said subdivison (€), of al projected costs of such festure of the supplemental
conservation facilities. Commencing in the same year, the computation of the rates to be used in
determining the components of the Delta Water Charge shdl include the annud entitlements to
water under al contracts for supplementd water. If the repayment period of any bonds sold to
congtruct supplementa conservation facilities or the repayment period under any agreement with
afedera agency for repayment of the costs of supplemental conservation facilities constructed
by such federa agency extends beyond the repayment period of the contract, the Delta Water
Charge shal be determined and redetermined on the basis of such extended repayment period
as the State determines to be appropriate: Provided, That if the agreement with such federd
agency alows repayment of costs of aportion of afacility to be deferred, the associated costs
of such portion shal be excluded from the Delta Water Charge computations until repayment of
such deferred costs or interest thereon is commenced by the State.

(h  * Thedetermination of the rate for water under the Delta Water Charge shall
be made by including the appropriate costs and quantities of water, calculated in accordance
with subdivisons (c), (d) and (e) above, for dl additiond project conservetion fecilities as
defined in Artide 1(h) hereinabove. In the event aLoca Project as defined in Article 1(h)(2)
will, pursuant to written agreement between the State and the sponsoring contractor, be
consdered and treated as an additional project conservation facility for less than the estimated
life of the facility, the rate under the Delta Water Charge will be determined on the basis of that
portion of the appropriate cost and water supply associated with such facility as the period of
time during which such facility shal be consdered as an additiond project conservetion facility
bears to the estimated life of such facility. No costs for the construction or implementation of
any Locd Project are to be included in the Delta Water Charge unless and until the written
agreement required by Article 1(h) has been entered into.

40 Amended: Amendment 18

-61-



Articles 22(i), 22(j), and 23

0] *! In calculating the rate for project water to be paid by each contractor for the
Delta Water Charge under subdivisions (c), (d) and (€) above, the component for operation,
maintenance, power and replacement cogts shdl include, but not be limited to, dl costs to the
State incurred in purchasing water, which is competitive with aternative sources as determined
by the State, for delivery as project water.

) 2 Notwithstanding provisions of Artide 22(a) through (i), the capital cost
component and the minimum OMP& R component of the Delta Water Charge shdl include an
annua charge to recover the Agency's <Didtrict's> share of the conservation portion of the
water system revenue bond financing costs. Charges to the Agency <Didtrict> for these costs
shdl be caculated in accordance with provisonsin Article 50 of this contract. Charges for the
conservation portion of the water system revenue bond financing costs shdl not be affected by
any reductions in payments pursuant to Article 51.

23. Transportation Charge.

The payments to be made by each contractor entitled to delivery of project water from
the project transportation facilities shal include an annua charge under the designation Trangportation
Charge. This charge shal return to the State during the project repayment period those costs of dl
project transportation facilities necessary to deliver project water to the contractor incurred during the
project repayment period, including capital, operation, maintenance, power, and replacement costs,
which are dlocated to the contractor in accordance with the cost allocation principles and procedures
hereinafter set forth. Wherever reference is made, in connection with the computation, determination, or
payment of the Transportation Charge, to the codts of any fadility or fadilities included in the System,
such reference shdl be only to those costs of such facility or facilities which are reimbursable by the
contractors as determined by the State. The Trangportation Charge shall consist of a capital cost
component; a minimum operation, maintenance, power, and replacement component; and a variable
operation, maintenance, power, and replacement component, as these components are defined in and
determined under Articles 24, 25, and 26, respectively. For the purpose of alocations of costs pursuant
to said articles, the project trangportation facilities shal be segregated into such aqueduct reaches as are
determined by the State to be necessary for such alocations of costs. Subject to such modifications as
are determined by the State to be required by reason of any request furnished by the Didtrict to the
State pursuant to Article 17(a) of this contract, or by reason of contracts entered into by the State with
other contractors, the agueduct reaches of the project transportation facilities are established asfollows:
Provided, That those costs of the agueduct reaches from the Ddlta through the outlet of San Luis
Reservoir which are dlocated to the purpose of water conservation in, above, and below the Delta for
the purpose of determining the Delta Water Charge, as hereinbefore st forth, shdl not be included in
the Transportation Charge.

41 Amended: Amendment 18
42 Added: Amendments 20, 25
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Agueduct Reach

Dédtato Discharge Pumping Plant I:

Discharge Pumping Plant | to
San Luis Forebay:

San Luis Forebay to Outlet San Luis Reservoair:

Outlet San Luis Reservoir to Avend Gap
Avend Gap to Pumping I11:

Pumping Plant 111 to Pumping Plants IV-V:

Pumping Pant 1V-V to Pumping Plant VI

Pumping Plant VI to South
Portd Tehachapi Tunnds

Article 23

Major Features of Reach

Intake Cana Fish Protective Fadilities
Pumping Plant | <Harvey O. Banks>

Aqueduct

San Luis<O'Neill> Forebay and Dam
Pumping Plant 1| <Dos Amigos>

San Luis Reservoir and Dam
Aqueduct

Aqueduct

Pumping Plant 111 <Buena Viga>
Aqueduct

Pumping Plant IV <Wheder Ridge (IRA J.
Chrisman)>

Pumping Plant VV <Windgap (John R. Teerink>

Aqueduct

Pumping Plant VI <A.D. Edmonston>
Tehachapi Tunnds
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East Branch Aqueduct

South Portd Tehachapi Tunnds to Cottonwood
Power Plant:

Cottonwood Power Plant to a point near Fairmont
Resarvoir:

Near Farmont Resarvoir to Little Rock Creek:

Little Rock Creek to West Fork Mojave River:

West Fork Mojave River to Perris Reservoir

West Branch Aqueduct

South Portal Tehachapi Tunnelsto West Branch
Termind Resarvoir:

Wes Branch Terminal Resarvoir:

Articles 23 and 24(a)

Aqueduct Cottonwood Power Plants 1 and 2 <now
one plant named Alamo Power Plant>

Aqueduct

Aqueduct

Pumping Plant VII1 <Pearblossom
Pumping Plant> Aqueduct

Cedar Springs Reservoir <L ake Silverwood>
and Dam, Devil Canyon Power Plants 1 and 2
<now one plant>Aqueduct <Santa Ana Pipeline>
Perris Reservoir and Dam <L ake Perris>

Aqueduct <Cand, Oso Pumping Plant, Quail Lake,
Peace Valey Pipeline, Warne Power Plant,
Pyramid Lake, Angeles Tunndl, Castaic Power
Plant, and Elderberry Forebay>

Dam, reservoir, and outlet facilities <Cagtaic Lake>

24. Transportation Charge -- Capital Cost Component.

@ The capita cost component of the Transportation Charge shall be sufficient to
return to the State those capita costs of the project transportation facilities necessary to deliver
water to the contractor which are allocated to the contractor pursuant to subdivision (b) of this
aticle. The amount of this component shall be determined in two steps asfollows: (1) an
alocation of capital costs to the contractor, and (2) a computation of annua payment of such
alocated capital costs and interest thereon, computed at the project interest rate, to be made by

the contractor.
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Article 24(b)

(b) * In the first step, the total amount of capital costs of each agueduct reach to be
returned to the State shall be allocated among all contractors entitled to delivery of project
water from or through the reach by the proportionate use of facilities method of cost alocation
and in accordance with (1) and (2) below. The measure of the proportionate use of each
contractor of each reach shdl be the average of the following two ratios: (i) the ratio of the
contractor's maximum annud entitlement to be ddlivered from or through the reach to the total
of the maximum annud entitlements of al contractors to be delivered from or through the reach
from the year in which charges are to be paid through the end of the project repayment period
and (ii) theratio of the capacity provided in the reach for the transport and ddlivery of project
water to the contractor to the total capacity provided in the reach for the transport and delivery
of project water to al contractors served from or through the reach from the year in which
charges are to be paid through the end of the project repayment period. Allocations of capital
cogsto the Didrict pursuant hereto shal be on the basis of rdevant values which will be set
forth in Table B by the State as soon as designs and cost estimates are prepared by it
subsequent to receipt of requests from the Didtrict as to the maximum monthly delivery
capability to be provided in each agueduct reach of the project trangportation facilities for the
transport and ddlivery of project water to the Didtrict, pursuant to Article 17(a): Provided, That
these values shdll be subject to redetermination by the State in accordance with Article 28:
Provided further, That the principles and procedures set forth in this subdivison shal be
controlling asto dlocations of capital cogtsto the Didtrict. Proportionate use of facilities factors
for prior years shdl not be adjusted by the State in response to changes or transfers of
entitlement among contractors unless otherwise agreed by the State and the parties to the
transfer and unless there is no impact on past charges or credits of other contractors.

43 Amended: Amendment 25
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Article 24(b)

BLANK PAGE FOR TABLEB

<PUBLISHED ASTABLE B-1 AND TABLE B-2
IN BULLETIN 132>
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Article 24(b)

(@) Thetotal amount of capital costs allocated to a contractor shal be the
sum of the products obtained when there is multiplied, for each aqueduct reach
necessary to deliver water to the contractor, the total amount of the capital costs of the
reach to be returned to the State under the Transportation Charge by the average of the
two foregoing ratios for such reach as said average is set forth in the gppropriate table
included in its contract.

2 In the event that excess capacity is provided in any agueduct reach for
the purpose of making project water available in the future to an agency or agencies
with which the State has not executed contracts at the time of any dlocation of cogts
pursuant to this subdivision, the prospective maximum annua entitlement or entitlements
to be supplied by such excess capacity, as determined by the State, shall be deemed to
be contracted for by said agency or agencies for the purpose of such alocation of costs,
to the end that the capita costs of providing such excess capacity are not charged to
any contractor entitled by virtue of an executed contract to the ddlivery of project water
from or through that agueduct reach at the time of such dlocation. Where additiona
capacity is provided in any agueduct reach to compensate for loss of water due to
evaporation, leakage, seepage, or other causes, or to compensate for scheduled
outages for purposes of necessary investigation, ingpection, maintenance, repair or
replacement of the facilities of the project facilities, then, for the purpose of any
adlocation of cogts pursuant to this subdivision: (i) the maximum annua entitlement to be
delivered from or through the reach of each contractor entitled to delivery of project
water from or through the reach shal be increased by an amount which bears the same
proportion to the maximum annua delivery capability provided by such additiond
cagpacity that the contractor's maximum annua entitlement to be ddivered from or
through the reach bears to the total of the maximum annud entitlements to be delivered
from or through the reach under al contracts; and (ii) the capacity provided in the reach
for each contractor entitled to delivery of project water from or through the reach shall
be increased in the same proportion that the contractor's maximum annua entitlement to
be ddivered from or through the reach is increased pursuant to (i) above.

3 The projected amounts of capital costs to be alocated annualy to the
Didtrict under the capita cost component of the Transportation Charge shdl be
determined by the State in accordance with the cost alocation principles and
procedures set forth in this subdivision, which principles and procedures shal be
controlling as to dlocations of capital cogtsto the Didtrict. Such amounts will be set
forth in Table C by the State as soon as designs and cost estimates are prepared by it
subsequent to receipt of requests from the Didtrict as to the maximum monthly delivery
capability to be provided in each agueduct reach for transport and delivery of project
water to the Didrict, pursuant to Article 17(a):
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Article 24(b)

TABLEC
PROJECTED ALLOCATIONS OF CAPITAL COST OF PROJECT TRANSPORTATION
FACILITIESTO THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA

Projected Allocation in
Thousands of Dallars

<
8

KREBbowo~v~oubwnhig
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31

* Y ear in which State commences congtruction of project transportation facilities.
<Table Cis published as table B-14 in Bulletin 132>

Provided, That these amounts shal be subject to redetermination by the Statein
accordance with Article 28.
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Article 24(c)

(© In the second step, the Didtrict's annua paymernt of its alocated capita costs
and interest thereon, computed at the project interest rate and compounded annually, shal be
determined in accordance with arepayment schedule established by the State and determined in
accordance with the principles set forth in (1), (2), and (3) below, which principles shal be
controlling as to the Didtrict's payment of its dlocated capital cogts. The Didtrict's repayment
schedule will be st forth in Table D by the State as soon as designs and cost estimates are
prepared by it subsequent to receipt of requests from the Didtrict as to the maximum monthly
delivery capability to be provided in each agueduct reach for trangport and delivery of project
water to the Didrict, pursuant to Article 17(a): Provided, That the amounts st forth in Teble D
shall be subject to redetermination by the State, pursuant to Article 28.

(@D} The Didrict's annud payment shdl be the sum of the amounts due from
the Didtrict on the Didtrict's dlocated capital cogts for the then current year and for each
previous year where each such amount will pay, in not more than fifty (50) equa annud
ingtalments of principa and interest, the Didtrict's allocated capital costs for the
respective year and interest thereon, computed at the project interest rate and
compounded annually.

2 The Didrict may make payments & a more rapid rate if gpproved by
the State.

3 Such annua payments shal cease when dl dlocated capital costs and

interest thereon, computed at the project interest rate and compounded annudly, are
repaid.
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Article 24(c)

TABLED
TRANSPORTATION CHARGE - CAPITAL COST COMPONENT
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
(In thousands of dallars)

Y ear Annual Payment of Annual Interest Total Annual Payment
Principal Payment by Didtrict
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Article 24(c)

TABLE D (Continued)
TRANSPORTATION CHARGE - CAPITAL COST COMPONENT
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
(In thousands of dallars)

Y ear Annual Payment of Annual Interest Total Annual Payment
Principal Payment by District

35

36

37

38

39

41

SHRES

47

49
50
51
52
53

55
56
57
58
59
60
61
62
63
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66
67
68

Article 24(c)

TABLE D (Continued)
TRANSPORTATION CHARGE - CAPITAL COST COMPONENT
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
(In thousands of dollars)

Y ear Annual Payment of Annual Interest Total Annual Payment
Principal Payment by District
69
70
71
72
73
74
75
76
77
78
79
80

TOTAL

* Y ear in which the State commences congtruction of the project transportation facilities
** Year of first payment.

<DWR provides TABLE D with Metropolitan's annua statement of charges. TABLED is
published in (unadjusted) summary form as TABLE B-15in Bulletin 132.>
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Articles 24(d), 24(e), and 24(f)

(d) In the event that any contractor, pursuant to Article 12(b), requests ddlivery
capacity in any agueduct reach which will permit maximum monthly deliveries to such contractor
in excess of the percentage amounts specified in said Article 12(b) for the uses designated
therein, such contractor shdl furnish to the State, in advance of the congtruction of such
aqueduct reach, funds sufficient to cover the costs of providing such excess capacity, which
funds shdl be in an amount which bears the same proportion to the tota capital costs of such
reach, including the cogts of providing such excess capacity, as such excess capacity bearsto
the total capacity of such reach, including such excess capacity. For the purpose of any
dlocation of costs pursuant to subdivison (b) of this article, the total capital costs of such
aqueduct reach shdl be dlocated among dl contractors entitled to ddlivery of project water
from or through the reach in the following manner: (1) The costs which would have been
incurred for such reach had no such excess capacity been provided shdl be estimated by the
State and dlocated among al such contractors in the manner provided in said subdivison (b);
and (2) the amount of the difference between said estimated costs and the projected actud
cogts of such reach shdl be allocated to the contractor or contractors for which such excess
capacity is provided. Where such excess capacity is provided for more than one contractor, the
costs alocated to them under (2) above shdl be further allocated between or among themin
amounts which bear the same proportion to the total of said alocated costs as the amount of
such excess capacity provided for the respective contractor bearsto the total of such excess
capacity provided in such reach. In the event that the funds advanced by a contractor pursuant
to this subdivision are more or |ess than the costs so allocated to such contractor under (2)
above, the account of such contractor shal be credited or debited accordingly.

(e * The capital costs of project aqueduct power recovery plants shall be charged
and alocated in accordance with this Article 24. The capital costs of off-agueduct power
facilities shdl be charged and dlocated in accordance with Article 25(d).

® *> Notwithstanding provisions of Artide 24(a) through 24(d), capital costs
associated with East Branch Enlargement Fecilities as defined in Article 49(a) shdl be collected
under the capital cost component of the East Branch Enlargement Transportation Charge
[Article 49(d)]. Any capita costs of off-agueduct power facilities associated with deliveries
through East Branch Enlargement Facilities shall be charged and alocated in accordance with
Artide 25(d).

44 Added: Amendment 18
45 Added: Amendment 19
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Articles 24(g), 25(a), and 25(b)

9 “® Notwithstanding provisions of Article 24(a) through (d), the capital cost
component of the Trangportation Charge shdl include an annua charge to recover the Agency's
<Didtrict's> share of the trangportation portion of the water system revenue bond financing
costs. Chargesto the Agency <Didtrict> for these costs shdl be calculated in accordance with
provisonsin Artidle 50 of this contract. Chargesfor the transportation portion of the water
system revenue bond financing cogts shdl not be affected by any reductions in payments
pursuant to Article 51.

25. Transportation Charge -- Minimum Operation, Maintenance, Power, and Replacement
Component.

@ The minimum operation, maintenance, power, and replacement component of
the Transportation Charge shall return to the State those costs of the project trangportation
facilities necessary to deliver water to the contractor which congtitute operation, maintenance,
power, and replacement costs incurred irrespective of the amount of project water delivered to
the contractor and which are alocated to the contractor pursuant to (b) below: Provided, That
to the extent permitted by law, the State may establish reserve funds to meet anticipated
minimum replacement cogts; and deposits in such reserve funds by the State: (1) shal be made
in such amounts that such reserve funds will be adequate to meet such anticipated costs as they
areincurred, and (2) shal be deemed to be a part of the minimum replacement cogts for the
year in which such deposits are made.

(b) The totd projected minimum operation, maintenance, power, and replacement
costs of each aqueduct reach of the project transportation facilities for the respective year shdl
be allocated among dl contractors entitled to delivery of project water from said facilities by the
proportionate use of facilities method of cost dlocation, in the same manner and upon the same
bases as are set forth for the alocation of capital cogtsin Article 24: Provided, That such
minimum operation, maintenance, power, and replacement costs as are incurred generdly for
the project trangportation facilities first shall be alocated to each agueduct reach in an amount
which bears the same proportion to the total amount of such generd cogts that the amount of the
cogsincurred directly for the reach bears to the total of al direct costs for al agueduct reaches.

46 Added: Amendments 20,25
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Article 25(c)

(© The amount to be paid each year by the Didrict under the minimum operation,
maintenance, power, and replacement component of the Transportation Charge shdl be
determined in accordance with subdivison (b) of this article on the basis of the relevant vaues
to be st forth for the respective agueduct reaches in Table B, included in Article 24: Provided,
That these values shdl be subject to redetermination by the State in accordance with Article 28.
Such amounts and any interest thereon shal be sat forth by the State in Table E as soon as
designs and cost estimates have been prepared by it subsequent to receipt of requests from the
Didtrict as to the maximum monthly delivery cgpability to be provided in each agqueduct reach
for transport and delivery of project water to the Didtrict, pursuant to Article 17(a): Provided,
That the amounts set forth in Table E shal be subject to redetermination by the State in
accordance with Article 28.
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Article 25(c)

TABLEE
TRANSPORTATION CHARGE - MINIMUM OPERATION
MAINTENANCE, POWER, AND REPLACEMENT COMPONENT
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

Y ear Total Annual Payment by District*
(In thousands of dollars)
1**
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31
and each succeeding year thereafter,
for the term of this contract.

* Payment shall start with respect to each aqueduct reach in the year following the year in which the

State compl etes construction of the respective reach.
** Year in which the State commences construction of the project transportation facilities.
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<Table E is published as table B-16A in Bulletin 132>
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Article 25(d)

(d) " Notwithstanding the provisions of subdivisions (8) and (b) of this article, or of
Article 1(u), the cogts of off-agueduct power facilities shdl be determined and dlocated as
follows

(@) The off-agueduct power cogts shal include al annual cogts the State
incursfor any off-agueduct power facility, which shdl include, but not be limited to,
power purchases, any annud principa and interest payments on funds borrowed by or
advanced to the State, annual principa and interest on bonds issued by the State or
other agency, or under revenue bond financing contracts, any requirements for
coverage, deposits to reserves, and associ ated operation and maintenance costs of such
fecility, less any credits, interest earnings, or other monies received by the Statein
connection with such facility. In the evert the State finances al or any part of an
off-aqueduct power facility directly from funds other than bonds or borrowed funds, in
lieu of such annud principa and interest payments, the repayment of capitd costs asto
that part financed by such other funds shall be determined on the basis of the schedule
that would have been required under Article 24.

2 The annud codts of off-aqueduct power facilities as computed in (1)
above shdl initidly be dlocated among contractors in amounts which bear the same
proportions to the total amount of such power cogtsthat the total estimated electrica
energy (kilowatt hours) required to pump through project trangportation facilities the
desired ddivery amounts of annua entitlements for that year, as submitted pursuant to
Artide 12(8)(1) and as may be modified by the State pursuant to Article 12(a)(2),
bearsto the total estimated eectrica energy (kilowatt hours) required to pump al such
amounts for dl contractors through project transportation facilities for that year, al as
determined by the State.

3 “8 An interim adjustment in the alocation of the power codts calculated
in accordance with (2) above, may be made in May of each year based on April
revisons in gpproved schedules of ddiveries of project and nonproject water for
contractors for such year. A further adjustment shdl be made in the following year
based on actud ddliveries of project and nonproject water for contractors; provided,
however, in the event no ddliveries are made through a pumping plant, the adjustments
shall not be made for that year at that plant.

4" Added: Amendment 18
“8 Amended: Amendment 25
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Articles 25(d), 25(e), 25(f), and 26(a)

4 To the extent the monies recelved or to be received by the State from
al contractors for off-aqueduct power costsin any year are determined by the State to
be less than the amount required to pay the off-agueduct power costs in such year, the
State may dlocate and charge that amount of off-agueduct power costs to the District
and other contractors in the same manner as costs under the capital cost component of
the Transportation Charge are alocated and charged. After that amount has been so
alocated, charged and collected, the State shall provide aredllocation of the amounts
alocated pursuant to this paragraph (4), such reallocation to be based on the alocations
made pursuant to (2) and (3) above for that year, or in the event no such alocation was
made for that year, on the last previous allocation made pursuant to (2) and (3) above.
Any such redllocation shal include appropriate interest at the project interest rate.

(e * The total minimum operation, maintenance, power and replacement
component due that year from each contractor shall be the sum of the alocations made under
the proportionate use of facilities method provided in subdivison (b) of this article and the
dlocations made pursuant to subdivision (d) of this article for each contractor.

® % Notwithstanding provisions of Article 25(a) through 25(c) and 25(¢),
minimum operation, maintenance, power, and replacement costs associated with ddliveries
through East Branch Enlargement Fecilities as defined in Article 49(a) shall be collected under
the minimum operation, maintenance, power, and replacement component of the East Branch
Enlargement Transportation Charge [Article 49(e)].

26. Transportation Charge -- Variable Operation, Maintenance, Power, and
Replacement Component.

@ The variable operation, maintenance, power, and replacement component of the
Transportation Charge shdl return to the State those costs of the project trangportation facilities
necessary to deliver water to the contractor which congtitute operation, maintenance, power
and replacement cogts incurred in an amount which is dependent upon and varies with the
amount of project water delivered to the contractor and which are alocated to the contractor
pursuant to (1) and (2) below: Provided, That to the extent permitted by law, the State may
establish reserve funds to meet anticipated variable replacement cogts; and depositsin such
reserve funds by the State: (1) shal be made in such amounts that such reserve funds will be
adequate to meet such anticipated costs as they are incurred, and (2) shal be deemed to be a
part of the variable replacement cogts for the year in which such deposits are made. The amount
of this component shdl be determined asfollows:

49 Added: Amendment 18
50 Added: Amendment 19
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Article 26(a), 26(b), and 26(c)

(@D} There shall be computed for each aqueduct reach of the project
transportation facilities a charge per acre-foot of water which will return to the State the
total projected variable operation, maintenance, power, and replacement costs of the
reach for the respective year. This computation shal be made by dividing said totd by
the number of acre-feet of project water estimated to be delivered from or through the
reach to al contractors during the year.

2 The amount of the variable component shal be the product of the sum
of the charges per acre-foot of water, determined under (1) above, for each aqueduct
reach necessary to ddliver water to the contractor, and the number of acre-feet of
project water ddlivered to the contractor during the year: Provided, That when project
water has been requested by a contractor and delivery thereof has been commenced by
the State, and, through no fault of the State, such water is wasted as aresult of failure or
refusal by the contractor to accept delivery thereof, the amount of said variable
component to be paid by such contractor during such period shal be the product of the
above sum and the sum of the number of acre-feet of project water delivered to the
contractor and the number of acre-feet wasted.

(b) There shdl be credited againgt the amount of the variable component to be paid
by each contractor, as determined pursuant to subdivision (a) of this article, a portion of the
projected net value of any power recovered during the respective year at project aqueduct
power recovery plants located upstream on the particular aqueduct from the delivery structures
for delivery of project water to the contractor. Such portion shal be in an amount which bears
the same proportion to said projected net value that the number of acre-feet of project water
delivered to the contractor through said plants during the year bears to the number of acre-feet
of project water ddivered to al contractors through said plants during the year.

(© The amount to be paid each year by the Digtrict under the variable operation,
maintenance, power, and replacement component of the Transportation Charge shdl be
determined in accordance with subdivison (a) of thisarticle for the respective aqueduct reaches
in Table B, included in Artide 24. Such amounts and any interest thereon shdl be set forth by
the State in Table F as soon as designs and cost estimates are prepared by it subsequent to
receipt of requests from the Didtrict as to the maximum monthly delivery capability to be
provided in each aqueduct reach for transport and delivery of project water to the Didtrict,
pursuant to Article 17(a): Provided, That the amounts set forth in Table F shal be subject to
redetermination by the State in accordance with Article 28.
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Article 26(c)

TABLEF
TRANSPORTATION CHARGE - ESTIMATED VARIABLE OPERATION,
MAINTENANCE, POWER, AND REPLACEMENT COMPONENT
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

Total Annual Payment by District*
(In thousands of dollars)
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31
and each succeeding year thereafter,
for the term of this contract.

* Payments start with year of initia water ddlivery.
** Y ear in which State commences congtruction of project conservation facilities.

<TABLE Fispublished as TABLE B-18 in Bulletin 132.>
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Article 26(d) and 27

(d)  °' There shdl be no separate variable operation, maintenance, power, and
replacement component for deliveries of water through East Branch Enlargement Facilities
defined in Article 49(a).

27.  Trangportation Charge -- Repayment Schedule. The amountsto be paid by the Digtrict
for each year of the project repayment period under the capital cost and minimum operation,
maintenance, power, and replacement components of the Trangportation Charge, and under the variable
operation, maintenance, power, and replacement component of said charge on the basis of then
esimated ddiveries, shal be set forth by the State in Table G as soon as designs and cost estimates
have been prepared by it subsequent to receipt of requests from the Didrict as to the maximum monthly
delivery capability to be provided in each aqueduct reach for transport and delivery of project water to
the Didtrict, pursuant to Article 17(a), which Table G shdl condtitute a summetion of Tables D, E, and
F: Provided, That each of the amounts set forth in Table G shall be subject to redetermination by the
State in accordance with Article 28: Provided further, That the principles and procedures set forth in
Articles 24, 25, and 26 shdl be controlling as to such amounts. Such amounts shdl be paid by the
Didtrict in accordance with the provisons of Article 29.

51 Added: Amendment 19
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Article 27

TABLE G
REPAYMENT SCHEDULE
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

(In thousands of dallars)

Trangportation Charge
Y ear Capital Cost Minimum Variable
Component Component Component Total
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29
30
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Article 27
TABLE G (Continued)
REPAYMENT SCHEDULE
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

(In thousands of dallars)

Trangportation Charge

Y ear Capital Cost Minimum Variable
Component Component Component Total

31
32
33

35
36
37
38
39
40
41
42
43

45
46
47
48
49
50
51
52
53

55
56
57
58
59
60
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61
62

Article 27
TABLE G (Continued)
REPAYMENT SCHEDULE
THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

(In thousands of dollars)

Trangportation Charge

Y ear Capital Cost Minimum Variable
Component Component Component Total

63

65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80

* Year in which State commences congtruction of project trangportation facilities
** Year of firg payment

<Table G is published in summary form as Table B-19 in Bulletin 132>
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Articles 28(a) and 28(b)

28. 52 Transportation Charge-- Redetermination

€) Determinative Factors Subject to Retroactive Change.

The State shdl redetermine the values and amounts st forth in TablesB, C, D, E, F,
and G of this contract in the year following the year in which the State commences construction
of the project transportation facilities and each year thereafter in order that the Trangportation
Charge to the Agency <Didtrict> and the components thereof may accurately reflect the
increases or decreases from year to year in projected costs, outstanding reimbursable
indebtedness of the State incurred to congtruct the project trangportation facilities described in
Table | of this contract, annud entitlements, estimated deliveries, project interest rate, and al
other factors which are determinative of such charges. In addition, each such redetermination
ghdl include an adjusment of the components of the Trangportation Charge to be paid by the
Agency <Didtrict> for succeeding years which shal account for the differences, if any, between
those factors used by the State in determining the amounts of such components for al preceding
years and the factors as then currently known by the State. Such adjustment shdl be computed
by the State and paid by the Agency <Didtrict> or credited to the Agency's <Didtrict's> account
in the manner described in (b) and (c) below.

(b) Adjustment: Transportation Charge -- Capital Cost Component

Adjustments for prior underpayments or overpayments of the capital cost component of
the Transportation Charge to the Agency <District>, together with accrued interest charges or
credits thereon computed at the then current project interest rate on the amount of the
underpayment or overpayment and compounded annually for the number of years from the year
the underpayment or overpayment occurred to and including the year following the
redetermination, shdl be paid in the year following the redetermination: Provided, That the
Agency <District> may elect to exercise the option whereby when the redetermined
Trangportation Charge for the following year, with adjustments, including adjustments of the
operation, maintenance, power, and replacement components provided for in subdivison (c) of
thisarticle, ismore or less than the last estimate of the Charge provided pursuant to Article 27
for the corresponding year, without adjustments, an amount equal to the total of such difference
shdl be deducted from or added to the adjusted capital cost component for that year and paid
or credited in accordance with the following schedule:

52 Amended: Amendment 14
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Percent that Transportation Charge differs
from last estimate (+or -)

for 10% or less
more than 10%, but not more than 20%
more than 20%, but not more than 30%
more than 30%, but not more than 40%
more than 40%.

Articles 28(b), 28(c), and 28(d)

Period, in years, for amortizing the differencein
indicated charge

no amortization
2

3
4
5

Such payments or credits shall be equa semi-annua amounts of principa and interest on or
before the 1t day of January and the 1st day of July, with interest computed at the project
interest rate and compounded annudly, during varying amortization periods as set forth in the
preceding schedule: Provided, That for the purpose of determining the above differencesin the
Transportation Charge, the variable operation, maintenance, power, and replacement
component shal be computed on the basis of the same estimated project water deliveries as
was assumed in computing pursuant to Article 26(c).

(© Adjustment: Transportation Charge -- Minimum and V ariable Components.

One-twelfth of the adjustments for prior underpayments or overpayments of the
Agency's <Didtrict's> minimum and variable operation, power, and replacement components for
each year shdl be added or credited to the corresponding components to be paid in the
corresponding month of the year following the redetermination, together with accrued interest
charges or credits thereon computed at the then current project interest rate on the amount of
the underpayment or overpayment and compounded annually for the number of years from the
year the underpayment or overpayment occurred to and including the year following the

redetermination.

(d) Exercise of Option.

The option provided for in subdivison (b) above shdl be exercised in writing on or
before the January 1 due date of the first payment of the capital cost component of the
Transportation Charge for the year in which the option is to become effective.

Such option, once having been exercised, shdl be gpplicable for dl of the remaining

years of the project repayment period.
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Article 28(e), 28(f), 29(a) through 29(c)

(e  °*Notwithstanding the provisons of Artide 28(b), adjustments for prior
overpayments and underpayments shal be repaid beginning in the year following the
redetermination by gpplication of a unit rate per acre-foot which, when paid for the projected
portion of the Agency's <Didtrict's> annua entitlement will return to the State, during the project
repayment period, together with interest thereon computed at the project interest rate and
compounded annudly, the full amount of the adjustments resulting from financing after
January 1, 1987, from al bonds, advances, or loans listed in Article 1(r) <1(t)> except for
Artide 1(r)(3) <1(t)3> and except for bondsissued by the State under the Central Valey
Project Act after January 1, 1987 for facilities not listed among the water system fadilitiesin
Artide 1(hh). Notwithstanding the immediately preceding exception, such amortization shall
aso apply to any adjustments in this component charge resulting from a change in the project
interest rate due to any refunding after January 1, 1986 on bondsissued under the Centra
Vdley Project Act. However, amortization of adjustments resulting from items (1)(r)(4)
<1(t)(4)> through (7) shall be limited to a period which would alow the Department to repay
the debt service on a current basis until such time as bonds are issued to reimburse the source of
such funding. In no event shdl this amortization period be greater than the project repayment

period.

® %3 Adjustment: Water System Revenue Bond Financing Costs. The use of
water system revenue bonds for financing fadilities listed in Article 1(hh) would result in
adjustments for prior underpayments or overpayments of the capital cost component of the
Trangportation Charge to the Agency <Didtrict> under the provisions of thisarticle; however, in
place of making such adjustments, charges to the Agency <Didtrict> will be governed by
Artide 50.

29. Time and Method of Payment.

@ Payments by the Didtrict under the Delta Water Charge shal commencein the
year of initid water ddlivery to the Didtrict.

(b) Payments by the District under the capital cost component of the Transportation
Charge shdl commence in the year following the year in which the State commences
congtruction of the project trangportation facilities.

(© Payments by the Didtrict under the minimum operation, maintenance, power and
replacement component of the Trangportation Charge shal commence for each agueduct reach
in the year following the year in which congtruction of that reach is completed.

53 Added: Amendment 20 <Article 1(r) defines Project Interest Rate in the Standard Provisions Contract.
Article 1(t) defines Project Interest Rate in Metropolitan's Contract.>
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Article 29(d), 29(e), and 29(f)

(d) Payments by the Didrict under the variable operation, maintenance, power and
replacement component of the Trangportation Charge shal commence in the year of initial water
delivery to the Didtrict.

(e The State shdll, on or before July 1 of each year, commencing with the year
preceding the year in which payment of the respective chargeis to commence pursuant to this
article, furnish the Didrict with awritten statement of: (1) the charges to the Digtrict for the next
succeeding year under the capital cost and minimum operation, maintenance, power and
replacement components of the Delta Water Charge and Trangportation Charge; (2) the unit
chargesto the Didtrict for the next succeeding year under the variable operation, maintenance,
power and replacement components of said Delta Water Charge and Transportation Charge;
and (3) the total chargesto the Didtrict for the preceding year under the variable operation,
maintenance, power and replacement components of said Delta Water Charge and
Trangportation Charge: Provided, That through December 31, 1969, the Delta Water Charge
shall be based upon a unit rate of $3.50 per acre-foot and shal be paid by the contractors on
the basis of their respective annud entitlements to project water, as provided in Article 22(b).
All such statements shall be accompanied by the latest revised copies of the document
amendatory to Article 22 and of the tables included in Articles 24 through 27 of this contract,
together with such other data and computations used by the State in determining the amounts of
the above charges as the State deems appropriate. The State shall, on or before the fifteenth
day of each month of each year, commencing with the year of initia water ddivery to the
Didrict, furnish the Didtrict with a statement of the charges to the Didtrict for the preceding
month under the variable operation, maintenance, power and replacement components of the
Delta Water Charge and Trangportation Charge. Such charges shall be determined by the State
in accordance with the relevant provisions of Articles 22 and 26 of this contract, upon the basis
of metered deliveries of project water to the Didtrict, except as otherwise provided in those
aticles.

® The Didrict shall pay to the State, on or before January 1 of each year,
commencing with the year in which payment of the respective charge is to commence pursuant
to thisarticle, one-haf (1/2) of the charge to the Didtrict for the year under the capita cost
component of the Delta Water Charge and one-half (1/2) of the charge to the Didtrict for the
year under the capital cost component of the Trangportation Charge, as such charges are stated
pursuant to subdivison (e) of thisarticle; and shdl pay the remaining one-half (1/2) of each of
sad charges on or before July 1 of that yesr.
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Articles 29(g) thru 29(i), 30, and 31

(o) The Didrict shdl pay to the State, on or before the first day of each month of
each year, commencing with the year of initid water ddivery to the Didrict, one-twelfth (1/12)
of the sum of the chargesto the Didtrict for the year under the minimum operation, maintenance,
power, and replacement components of the Delta Water Charge and Transportation Charge,
respectively, as such charges are stated pursuant to subdivision (€) of thisarticle.

(h) The Didrict shdl pay to the State on or before the fifteenth day of each month
of each year, commencing with the year of initid water ddivery to the Didrict, the charges to the
Didtrict under the variable operation, maintenance, power, and replacement components of the
DetaWater Charge and Transportation Charge, respectively, for which a statement was
recelved by the Didrict during the preceding month pursuant to subdivison (e) of thisarticle, as
such charges are stated in such statement.

0] In the event that the Didtrict in good faith contests the accuracy of any statement
submitted to it pursuant to subdivison (e) of thisarticle, it shdl give the State notice thereof a
least ten (10) days prior to the day upon which payment of the stated amountsis due. To the
extent that the State finds the Didtrict's contentions regarding the statement to be correct, it shall
revise the statement accordingly, and the Digtrict shal make payment of the revised amounts on
or before the due date. To the extent that the State does not find the Digtrict's contentions to be
correct, or where time is not available for areview of such contentions prior to the due date, the
Didrict shall make payment of the stated amounts on or before the due date, but may make the
contested part of such payment under protest and seek to recover the amount thereof from the
State.

30. > Surcharge for Excess Use of Project Water. (Deleted)

31.  Adusment for Overpayment or Underpayment. If in any year, by reason of errorsin
computation or other causes, there is an overpayment or underpayment to the State by the Didtrict of
the charges provided for herein, which overpayment or underpayment is not accounted for and
corrected in the annud redetermination of said charges, the amount of such overpayment or
underpayment shall be credited or debited, as the case may be, to the Didtrict's account for the next
succeeding year and the State shdl notify the Didtrict thereof in writing.

54 Deleted: Amendment 13
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Artidles 32(a), 32(b), 33(a), 33(b), 34(a), and 34(b)

32. Ddinquency in Payment.

€) The governing body of the Digtrict shal provide for the punctua payment to the
State of payments which become due under this contract.

(b) > Upon every amount of money required to be paid by the Digtrict to the State
pursuant to this contract which remains unpaid after it becomes due and payable, interest shall
accrue at an annual rate equa to that earned by the Pooled Money Investment Fund, as
provided in Government Code Sections 16480, et seq. caculated monthly on the amount of
such delinquent payment from and after the due date until it is paid, and the Digtrict hereby
agreesto pay such interest: provided, that no interest shall be charged to or be paid by the
Didrict unless such delinquency continues for more than thirty (30) days.

33. Obligation of Didrict to M ake Payments.

@ The Didrict's failure or refusa to accept ddivery of project water to whichiit is
entitled under Article 6(b) shdl in no way relieve the Didtrict of its obligation to make payments
to the State as provided for in this contract. The State, however, shall make reasonable efforts
to dispose of any water made available to but not required by the Didtrict, and any net revenues
from such disposa shdl be credited to the Digtrict's account hereunder.

(b) The Didtrict asawholeis obligated to pay to the State the payments becoming
due under this contract, notwithstanding any individua default by its congtituents or othersin the
payment to the Didtrict of assessments, talls, or other charges levied by the Didtrict.

34. Obligation of Didrict to Levy Taxes and Assessments.

@ If in any year the Didrrict fails or is unable to raise sufficient funds by other
means, the governing body of the Didtrict shdl levy upon al property in the Digtrict not exempt
from taxation, atax or assessment sufficient to provide for al payments under this contract then
due or to become due within that yesr.

(b) Taxes or assessments levied by the governing body of the Didtrict pursuant to
subdivison (a) of thisarticle shal be enforced and collected by dl officers of the Didtrict
charged with the duty of enforcing and collecting taxes or assessments levied by the Didtrict.

55 Amended: Amendment 18
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Articles 34(c), 34(d), 35, 36, 37, and 38

(© All money collected for taxes or assessments under this article shall be kept in a
separate fund by the treasurer or other officer of the Digtrict charged with the safekeeping and
disbursement of funds of the Didtrict, and, upon the written demand of the State, the treasurer or
other officer shdl pay over to the State dl such money in his possession or control then due the
State under this contract, which money shal be applied by the State to the satisfaction of the
amount due under this contract.

(d) In the event of failure, neglect, or refusd of any officer of the Didrict to levy any
tax or assessment necessary to provide payment by the Didtrict under this contract, to enforce
or to collect the tax or assessment, or to pay over to the State any money then due the State
collected on the tax or assessment, the State may take such action in a court of competent
jurisdiction as it deems necessary to compel the performancein their proper sequence of al
such duties. Action taken pursuant hereto shdl not deprive the State of or limit any remedy
provided by this contract or by law for the recovery of money due or which may become due
under this contract.

D. GENERAL PROVISIONS

35. Remedies Not Exdusive. The use by ether party of any remedy specified herein for the
enforcement of this contract is not exclusve and shdl not deprive the party using such remedy of, or
limit the application of, any other remedy provided by law.

36. Amendments This contract may be amended at any time by mutuad agreement of the
parties, except insofar as any proposed amendments are in any way contrary to applicable law.

37. Reservation With Respect to State Laws. Nothing herein contained shdl be construed
as estopping or otherwise preventing the Digtrict or any person, firm, association, corporation, or public
body or agency daming by, through, or under the Didtrict from contesting by litigation or other lawful
means the vaidity, conditutionality, construction or gpplication of any law of this State, induding laws
referred to in the Bond Act, or as preventing or preudicing the amendment or repedl of any such law,
and each contract executed by the State for a dependable supply of project water shdl contain asimilar
reservation with respect to State laws.

38.  Opinions and Determingtions. Where the terms of this contract provide for action to be
based upon the opinion, judgment, approvd, review, or determination of either party hereto, such terms
are not intended to be and shdl never be construed as permitting such opinion, judgment, gpprovd,
review, or determination to be arbitrary, capricious, or unreasonable.
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Articles 39, 40, 41, 42, and 43

39.  Contracting Officer of the State. The contracting officer of the State shall be the
Director of Water Resources of the State of Cdiforniaand his successors, or their duly authorized
representatives. The contracting officer shall be respongble for al discretionary acts, opinions,
judgments, gpprovals, reviews, and determinations required of the State under the terms of this contract.

40.  Successors and Assgns Obligated. This contract and dl of its provisions shdl apply to
and bind the successors and assigns of the parties hereto.

41.  Assgnment. No assgnment or transfer of this contract or any part hereof, rights
hereunder, or interest herein by the Digtrict shdl be valid unless and until it is gpproved by the State and
made subject to such reasonable terms and conditions as the State may impose. No assignment or
transfer of this contract or any part hereof, rights hereunder, or interest herein by the State shall be valid
except as such assgnment or transfer is made pursuant to and in conformity with applicable law.

42.  Waver of Rights Any walver a any time by either party hereto of its rights with respect
to adefault or any other matter arising in connection with this contract, shall not be deemed to bea
waiver with respect to any other default or matter.

43. Notices. All notices that are required ether expressy or by implication to be given by
one party to the other under this contract shal be signed for the State by its contracting officer, and for
the Didrict by its Generd Manager and Chief Engineer and his successors or their duly authorized
representatives. All such notices shall be deemed to have been given if ddlivered persondly or if
enclosed in a properly addressed envelope and deposited in a United States Post Office for ddlivery by
registered or certified mail. Unless and until formaly notified otherwise, the Didtrict shdl address
notices to the State as follows:

Director of Water Resources
P.O. Box 388 <P.O. Box 942836>
Sacramento 2, Cdifornia <94236-0001>

and the State shd| address Al notices to the District as follows

The Metropolitan Water Didtrict
of Southern Cdifornia
<1111 Sunset Boulevard>
306 West Third Street <P.O. Box 54153>
Los Angeles 13, Cdifornia <90054>
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Articles 44 and 45

44, Maintenance and Inspection of Books, Records, and Reports. During regular office
hours, each of the parties hereto and their duly authorized representatives shdl have the right to inspect
and make copies of any books, records, or reports of the other party pertaining to this contract or
matters related hereto. Each of the parties hereto shal maintain and make available for such ingpection
accurate records of al of its cogts, disbursements and receipts with respect to its activities under this
contract and the Bond Act.

45.  Contractsto be Uniform Contracts executed by the State for a dependable supply of
project water shal be substantialy uniform with respect to basic terms and conditions, except as
otherwise provided in this article with respect to payment of the capital cost component of the
Transportation Charge. Schedulesfor al contractors for payment of the capital cost component of the
Trangportation Charge shdl provide as a minimum for payment currently of interest on al alocated
capital codts a the project interest rate, and for commencement of payment of the principa of such
dlocated costs in the year following the year in which capital costs dlocated to the respective contractor
arefirgt incurred by the State, subject only to (1) through (4) below:

@ The commencement of payment of the principa of such alocated costs
may be deferred up to amaximum of nine (9) years following the year in which such
coss are first incurred by the State, to the extent that in the judgment of the State such
delay in commencement of payment is necessary to prevent unreasonable financid
hardship on the contractor.

2 The payment of such principa and interest may be made, subject to
goprova by the State, in ingtalments which vary in magnitude during the project
repayment period.

(3) In the case of any contractor to which the delivery of project water for
agricultural use as of 1990 is estimated by the State to be in excess of twenty-five
percent (25%) of such contractor's maximum annua entitlement, payment of any portion
or dl of the capital cogts alocated to such contractor which are attributed by the State
to agriculturd use of project water, together with payment of interest on said capita
costs, may be commenced by such contractor in the year of initid water delivery, to the
extent that in the judgment of the State such delay in commencing payment is necessary
to prevent unreasonable financia hardship on such contractor.

-05-



Articles 45, 46, and 47(a) thru 47(c)

(4  All unpaid interest shdl be accumulated at the project interest rate,
compounded annudly, and added to the contractor's allocated capital codts.

Notwithstanding (1) through (4) above, al contractors shal completely pay their total alocated capita
costs, together with interest thereon, within the project repayment period, and payments under the
schedule of payment of capita costs for each contractor, including interest over the project repayment
period, shall have a present value, when discounted at the project interest rate to the first day of the
project repayment period, equd to the present vaue of the payments under that schedule which would
be derived for such contractor on the bases provided in this contract when so discounted at the project
interest rate to the same date.

46.  SQuit on Contract. Each of the parties hereto may sue and be sued with respect to this
contract.

47. Amendatory Provisons.

(@ > Surplus Water. (Deleted.)

(b)  °" Surcharge Credit. (Deleted.)

(©)  * Excess Capacity.

The State shdl provide: (i) in each reach of the project transportation facilities from Kettleman
City to the South Portd of the Tehachapi Tunnels excess cagpacity in the amount of one hundred
eighty-eight (188) cubic feet per second, and (ii) in the reach of the project transportation facilities from
Silverwood Lake to South Portal San Bernardino Tunnel excess cgpacity in the amount of seven
hundred eighty-seven (787) cubic feet per second. To the extent made possible by the excess capacity
provided in accordance with the preceding sentence, the State shall comply with requests of the Didtrict
to ddiver from the project transportation facilities downstream from Tehachapi Pumping Plant in any
one month of any year atota amount of project water greeter than eleven percent (11%) of the
Didrict's annud entitlement for that year: Provided, That in any year the District may request, and, to the
extent made possible by capacity provided by the State, the State shal comply with the requests of the
Didrict for ddlivery of weater through the West Branch Aqueduct in an amount up to the Didtrict's annual
entitlement for such year. In no event shal the State be obligated to deliver to the Didrict from the
project trangportation facilities downstream from Tehachapi Pumping Plant in any one month of any year
atotal amount of project water greater than

56 Added: Amendment 1; Amended: Amendment 13; Deleted: Amendment 16
57 Added: Amendment 1; Deleted: Amendment 13
58 Added: Amendment 2; Amended: Amendments 6, 7
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Articles 47(c) and 47(d)

eleven percent (11%) of the Didrict's annual entitlement for that year except insofar as the excess
provided in accordance with the first sentence of this subdivision (¢) makes possible such greater
delivery: Provided further, That in any year the State shall not be obligated to deliver to the Didtrict
through the main Cdifornia Aqueduct and the West Branch Aqueduct in combination an amount of
water in excess of the Didtrict's annud entitlement for such year.

(d) % Advance Payment for Excess Capacity.
<Attachment B>

The Didrict shdl furnish to the State each year, in advance of the congruction of the
aqueduct reaches from Kettleman City to the South Porta of the Tehachapi Tunnédls, and from
Silverwood Lake to South Portal San Bernardino Tunne, funds sufficient to cover the costs
incurred during that year in providing for the excess capacity described in subdivison (c) of this
Article. Such yearly funds shal be in an amount which bears the same proportion to the total
capital costs of each such reach to be incurred during that year, including the costs of providing
for such excess capacity, as such excess capacity bears to the total capacity of such reach,
including such excess cagpacity. Upon completion of construction of each aqueduct reach in
which excess capacity is provided but prior to completion of al such agueduct reaches, there
shall be a determination as to such reach, of: (1) each annua cost attributable to such excess
capacity, determined by the anmnua differences between the estimated cost which would have
been incurred had no excess capacity been provided and the actua cost incurred, and (2) each
annua payment as determined above. The amount by which each such annua payment exceeds
the associated annual cost shall be credited to the installment for other excess capacities due
January 1 of the following year, with interest on separate halves of such amount from the detes
payments were made on the respective ingtallments of such annua payment at the gpplicable
gpportionment rate of the Surplus Money Investment Fund, compounded semiannudly. The
amount by which each such annua cost exceeds the associated annua payment shall be debited
to the ingtalment for other excess capacities due January 1 of the following year, with interest on
separate haves of such amount from January 1 and July 1, respectively, of the year such
insufficient annua payment was made a the project interest rate, compounded annudly. The
State shdl furnish the Didtrict, onor before July 1 of each year, awritten statement of the
chargesto the Didtrict pursuant to this subdivision for the next year. Each such statement shall
account for any change in the factors which are determinative of these charges. Included in each
statement shall be a redetermination of charges, in compliance with the provisons of Article 28
of this contract, accounting for al accumulated overpayments or underpayments attributable to

59 Added: Amendment 2; Amended: Amendments 6, 7
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such proposed increase in capacity incurred in prior years, together with interest thereon from
the respective dates of such payments. Overpayments by the Digtrict shal be credited to the

Articles 47(d) and 47(e)

ingalment for excess capacities due in the year following the year of the redetermination, with
interest a the gpplicable apportionment rate of the Surplus Money Investment Fund,
compounded semi-annualy. Underpayments shdl be debited to the ingtalment for excess
capacities due in the year following the year of the redetermination, with interest at the project
interest rate, compounded annually. Statements submitted by the State on each July 1 for the
esimated cogs for the next year shdl be payable in two equd ingdlments, the first ingtalment
being due on January 1 of such next year and the second ingalment being due on July 1 of such
next year. All adjusments for prior overpayments or underpayments together with interest
thereon shall be credited to the ingtalment due January 1 of such statement: Provided, That the
annud chargesincluded in Statement Nos. 68-128-T, dated June 30, 1967, and 69-166-T,
dated June 30, 1968, shdl incorporate adjustments to the extent necessary to include credits for
payments made by the Didrict in prior years for capacity that by reason of this Amendment

No. 7 will no longer be considered excess capacity, together with interest on such prior
payments from the respective dates thereof at the gpplicable apportionment rate of the Surplus
Money Investment Fund, compounded semiannually: Provided further, That if such credit,
including interest, to be made by reason of this Amendment No. 7 is gresater than the tota of the
first annua charge for excess capacity to be furnished the Didtrict following the dete of this
Amendment No. 7, the difference shdl be credited to the Didrict's annud payment of the
Capita Cost Component of the Transportation Charge for the year of such first annua charge.

(e  * Allocation of Capita Costs of Reachesin Which Excess Capacity is
Provided.

Thetotal capital costs of each agueduct reach in which excess capacity is provided for
the Didtrict pursuant to subdivison (c) of this article shal be dlocated among al contractors
entitled to ddivery of project water from or through the reach in accordance with the provisons
of Artide 24(d). The values and amounts S0 dlocated shal be subject to redetermination by the
State in accordance with Article 28. Such redetermination shal include, without limitation as to
other proper adjustments, arecaculation, based on actual costs incurred by the State, of both
the estimated costs which would have been incurred had no excess capacity been provided and
of the projected actua codts.

60 Added: Amendment 2
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Artidles 47(), 47(g), and 47(h)

) %! Recongiliation of Advance Payments with Cost Allocation

Upon completion of congtruction of the excess capacities provided pursuant to
subdivison (c) of this Article and in the event that the funds advanced for such excess capacities
by the Didtrict pursuant to subdivision (d) of this Article are more or less than the costs alocated
to the Didtrict pursuant to subdivison (e) of this Article, the account of the Digtrict under the
capital cost component of the Trangportation Charge shall be credited or debited accordingly,
together with interest on such resultant overpayment or required advance of funds at the
appropriate interest rate in accordance with subdivision (d) of this Article.

(@  ® Allocation of Minimum Operation, Maintenance, Power, and Replacement
Costs of Reaches in Which Excess Capacity is Provided.

Subject to the provisons of subdivision (i) of this article, the minimum operation,
maintenance, power, and replacement costs for the respective year of each agueduct reach of
the project trangportation facilities in which excess capacity has been provided pursuant to
subdivison (c) of thisarticle shdl be alocated among contractors by the proportionate use of
facilities method of cost dlocation, in accordance with the provisions of Article 25 Provided,
That in making such alocation with respect to al such costs other than those for any
connected-load charges for power the capacity provided in each reach for the transport and
delivery of project water to the Didtrict and the total capacity provided in each reach shall
include the excess capacity provided pursuant to subdivison () of thisarticle.

(h) 2 Allocation of Variable Operation, Maintenance, Power, and Replacement
Codts of Reachesin Which Excess Capacity is Provided.

Subject to the provision of subdivison (i) of this article, the variable operation,
maintenance, power, and replacement costs for the respective year of each agueduct reach of
the project transportation facilities in which excess capacity has been provided pursuant to
subdivison (c) of thisarticle shal be alocated among contractors in accordance with the
provison of Article 26: Provided, That the Didtrict shall make such additiona payments with
respect to such variable component as may be necessary in order that the present value, when
discounted at the project interest rate to the first day of the project repayment period, of
payments of any other contractor under the variable operation, maintenance, power, and
replacement component of the Transportation Charge will not be greater than the present vaue,
when discounted at the project interest rate to the first day of the project repayment

61 Added: Amendment 2; Amended: Amendment 7
62 Added: Amendment 2
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period, of payments under that component of the Transportation Charge that would have been
derived for such contractor on the bases provided in its contract in the absence of
subdivisons (c) to (i), inclusive, of thisarticle in this contract.

@) %3 Connected- L oad Charges for Power.

The connected-1oad charges for power resulting from the excess capacity provided
pursuant to subdivision (c) of thisarticle shdl be paid entirdy by the District and such cogts shall
not be included in the minimum operation, maintenance, power, and replacement component or
the variable operation, maintenance, power, and replacement component of the Transportation
Charge to be allocated among contractors. Provided, That such costs shal be paid by the
Didtrict at the same times and under the same procedures as the minimum operation,
mai ntenance, power, and replacement component as provided in Article 29.

()] % Specid Provisions Implementing Article 15(c) Upon Annexation of the City
of West Covina by the Didtrict.

The State shd| credit the account of the Didtrict hereunder in the amounts of the
payments made by the City of West Covinato the State pursuant to the water supply contract
between such City and the State executed on December 2, 1963, asif such payments, in their
respective amounts and on their respective dates, had been made by the Didtrict in satisfaction
of obligations owing the State from the District hereunder.

The statement of charges furnished by the State to the Digtrict pursuant to Article 29(e)
of this contract on July 1, 1965 shal be revised, and al future such statements shall be
prepared, to take into account the increase in the Digtrict's annud entitlements and maximum
annud entitlement upon the annexation of the City of West Covina by the Didtrict.

The State shall deliver project water made available to the Didirict pursuant to the
increase in the Didrict's annua entitlements and maximum annud entitlement upon the
annexation of the City of West Covina by the Didtrict from such delivery structures on ether the
East Branch Aqueduct or West Branch Aqueduct as hereafter may be specified pursuant to
Artidle 10(c) of this contract: Provided, the Didrict shdl specify maximum monthly ddivery
capabilities in each of said branch aqueducts in accordance with Article 17(a) of this contract.

63 Added: Amendment 2
64 Added: Amendment 3
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(k)  ® Acquistions and Planning for Perris Reservoir Enlargement.
<See Attachment C>

(@D} As heretofore requested by the Digtrict, the State shal acquire dl lands,
easements, and rights-of-way which in its judgment are necessary for the congtruction of
areservoir with a capacity of up to five hundred thousand (500,000) acre-feet at the
gte of the Perris Reservoir, being the termina reservoir on the East Branch of the
Cdifornia Aqueduct as specified in Section 12934(d)(2) of the Water Code. It is
agreed that dl landsin the watershed below the crest of the Bernasconi and other hills,
which bound the reservoir Site on three Sdes, and any other lands necessary in the
opinion of the State for the congtruction of the dam and reservoir and for optimization of
other project purposes associated with the reservoir, should be acquired.

2 As heretofore requested by the Didtrict, the State shal commence
immediately to do or prepare the necessary preliminary exploratory work, surveys,
geologic studies, dternative designs, and any and dl other engineering and adminidrative
work required to enable the Didtrict to select and request an gppropriate plan and
schedule for the congtruction, in one or two stages, of areservoir at the Perris Reservoir
gteto Szesto be desgnated by the Didtrict, which Sizes may be larger than the optimum
project size but not exceeding five hundred thousand (500,000) acre-fet.

3 In furtherance of the work performed under paragraph (2), the State
shall dso do or prepare any necessary revison of studies, surveys, desgns, plans and
specifications for facilities associated with the Perris Reservoir project, including those
for other project purposes, but excluding plans and specifications for construction of the
dam.

4 The Didrict shdl pay to the State, each year in advance, funds sufficient
to cover dl costs which the State estimates will be occasioned in such year by reason of
the State's complying with the requests of the Didtrict covered by this subdivision.

65 Added: Amendment 4
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Within thirty (30) days after the date of this Amendment No. 4, the State shdll furnish
the Didtrict awritten statement of such charges for costs attributable to such proposed
increase in capacity in the year 1965 and in the year 1966, with al 1965 charges and
one-hdf (1/2) of the 1966 charges payable on or before January 1, 1966, and the
remaining one-half (1/2) of such 1966 charges payable on or before July 1, 1966. The
State shdl furnish the Didrict on or before July 1 of each year, commencing in 1966, a
written statement of such charges for the next year. Each such statement shall reflect all
accumulated cogts attributable to such proposed increase in capacity incurred in prior
years, together with interest thereon at the project interest rate, compounded annualy;
and shdl give credit for dl payments by the Didtrict, together with interest thereon from
the respective dates of such payments at the applicable agpportionment rate of the
Surplus Money Investment Fund, compounded semi-annudly. Statements submitted by
the State on each July 1 for the estimated cogts for the next year shdl be payablein two
equd ingalments, the firg ingalment being due on January 1 of such next year and the
second ingtalment being due on July 1 of such next year.

) The Didrict may notify the State at any time after the date of this
agreement that it does not wish Perris Reservoir to be enlarged to a capacity in excess
of the optimum project Sze, and the State shal not theresfter incur costs occasioned by
the requests of the Didtrict pertaining to such enlarged capacity, provided that the
Didrict shal remain ligble for and shal reimburse the State for al codts of the State then
made or committed in connection with the requests of the Didtrict covered by this
subdivison.

(6) If, as aresult of information developed pursuant to this subdivision, the
Didtrict submits arequest to the State for a change in the plan and schedule for the
congtruction of Perris Reservair, it is the intention of the District and the State that a
subsequent contract amendment will be entered into for such change. If the Didtrict does
not submit such arequest prior to the date on which the State commences the find
design of the dam for Perris Reservoir, the State shdl design for areservoir of a
capacity of the optimum project size and shdl not make any additiona expenditures not
then committed in connection with the enlargement of such reservair to a capacity in
excess of the optimum project Sze. The State shdl notify the Didtrict in writing at least
ninety (90) days prior to such date.

) If the Didtrict failsto request that Perris Reservoir be enlarged to a
greater capacity than the optimum project size in accordance with paragraph (6), the
State shdl credit to the Digtrict any moneys advanced by the Digtrict for such
enlargement which are then unexpended or uncommitted. Such unexpended and
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uncommitted moneys shdl be credited to the next payment or payments (as they come
due) of the capital cost component of the Trangportation Charge. Such refund shdll
include interest from the dates of the respective advances of such moneys at the
gpplicable gpportionment rate of the Surplus Money Investment Fund, compounded
smi-annudly. If and when the State sells or otherwise disposes of the excess lands
acquired for the enlargement of the reservoir and not required for the reservoir actudly
congtructed, including lands used for @l project purposes, in addition to crediting the
Didgtrict with such unexpended and uncommitted moneys, the

State shdl credit to the Digtrict on the next payment or payments due of the capital cost
component of the Trangportation Charge al net amounts (after deducting al costs
connected with the sale or digposa) received by the State. In the event the State utilizes
al or part of such excesslandsfor purposes which would fal into the category of costs
which are non-reimbursable by the Didtrict in accordance with the principles for
alocating cogts under this contract, the State shdl credit the Didrict in such manner with
an amount equal to the purchase price (or condemnation award) paid for such lands,
plus interest on such amount at the project interest rate compounded annually from the
dates of the acquisition of the lands so utilized by the State.

(8 Notwithstanding anything in this subdivision to the contrary, it is
understood that the State shal not be required to construct a dam and reservoir at the
Perris Ste of a capacity in excess of that which it determinesto be feasible under its
standards of safety, nor to delay the construction of project transportation facilities
necessary to meet the scheduled ddlivery dates as sat forth in Article 6(a) of the water
supply contracts for other contractors served through project facilities affected by the
provisons of this subdivison.

() % Option of District to Have Perris Reservoir Enlarged.
<See Attachment C>

(@) The State agrees to modify its present design for Perris Reservoir Dam
and to congtruct the dam in the manner and to the extent necessary so that when
completed the dam will have the capability of being enlarged in two or more stages of
congtruction to asize or sizes required for areservoir with a capacity of up to and
induding five-hundred thousand (500,000) acre-feet.

66 Added: Amendment 5
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2 The State will continue the geologica explorations ingigated by and
being conducted under the provisions of Amendment No. 4 to this contract to
determine the location of al borrow materias required to construct Perris Reservoir
with a storage capacity of up to and induding five-hundred thousand (500,000)
acre-feet, and will proceed to acquire those lands and other properties necessary to
preserve and protect the availability and character of such borrow materials so that they
can be used for the enlargement of the dam embankment, for saddle dams and for other
related purposes at such time asit is deemed necessary to expand Perris Reservoir to a
cgpacity of up to and including five-hundred thousand (500,000) acre-fest.

3 At any time or times during the term of this contract, the Didtrict hasthe
option, but not the duty, to require the State to increase the size and capability of the
Perris Reservoir embankment and other necessary appurtenant facilities and to do other
work required to create and maintain areservoir at this Ste which will have such storage
capacity, not to exceed five-hundred thousand (500,000) acre-feet, as shall be
designated by the Didrict, and the State agrees to comply with the Digtrict's
requirementsin this respect: Provided, That the State shall not be required to enlarge the
dam and reservoir at the Perris Ste to a capacity in excess of that which it determinesto
be feasble under its Sandards of safety.

4 The State agrees to modify its present design for the reaches of the
Cdifornia Aqueduct from Devil Canyon Power Plant to Perris Reservoir and to
congtruct such reachesin the manner and to the extent necessary so that when
completed such reaches will have the cgpability which isrequired to convey that portion
of the District's maximum annual entitlement which will be ddlivered from Perris
Reservoir if and when such reservoir has been enlarged to a storage capacity of
five-hundred thousand (500,000) acre-feet. The State further agrees that any capital
costs incurred by reason of such modification and adlocated to the Digtrict for payment
shdl be paid by the Didtrict in accordance with the provisons of subdivison (a), (b) and
(c) of Article 24 of this contract: Provided, That at the same time as such payments are
made, the Didtrict shal make such additiona payments as may be necessary in order
that the costs to any other contractor for its capacity in such reaches will not be greater
than the cogts that would have been derived for such contractor on the bases provided
in its contract in the absence of this paragraph (4) of this subdivison (1) of thisarticle.

-104 -



Articles 47(1)

o) If and when the Didtrict requires the State to increase the Size of Perris
Reservoir to a cagpacity exceeding one-hundred thousand (100,000) acre-fest, the
customary and reasonable costs of relocating recregtiond and visitor facilities and of
congtructing subdtitute facilities to replace those which will be rendered unusable by
reason of such increased capacity, shal be included in the costs to be paid by the
Didtrict in advance in accordance with paragraph (6) below.

(6) The capital cods for the modification of the Cdifornia Aqueduct
referred to in paragraph (4) above, shal be paid by the District in accordance with the
provisons of subdivision (a), (b) and (c) of Article 24. The Didtrict shdl pay to the
State, each year in advance, funds sufficient to cover dl costs which the State estimates
will be occasioned in such year by reason of the provisions of paragraphs (1), (2) and
(5) above and the requirements of the District covered by paragraph (3) above. Within
sxty (60) days after the date of this Amendment No. 5, the State shdl furnish the
Didtrict awritten statement of such charges for costs the State estimates will be
attributable to such provisions and requirements in the year 1966 and in the year 1967,
with al 1966 charges and one-haf (1/2) of the 1967 charges payable on or before
January 1, 1967, and the remaining one-half (1/2) of such 1967 charges payable on or
before July 1, 1967. The State shdl furnish the Digtrict on or before July 1 of each year,
commencing in 1967, awritten statement of such charges for the next year. Each such
gtatement shall reflect al accumulated costs so attributable which may have been
incurred in prior years, together with interest thereon at the project interest rate,
compounded annudly; and shdl give credit for al payments by the Didtrict, together
with interest thereon from the respective dates of such payments at the gpplicable
apportionment rate of the Surplus Money Invesment Fund, compounded semiannualy.
Statements submitted by the State on each July 1 for the estimated costs for the next
year shdl be payable in two equd ingtdlments, the first ingtalment being due on
January 1 of such next year and the second ingtalment being due on July 1 of such next
year.

(7) If the Didtrict & any time notifies the State that it will not theresfter
require that Perris Reservoir be enlarged or further enlarged under the terms of this
subdivison (1), and relinquishes its option to have the reservoir enlarged or further
enlarged, the State shal credit to the Didtrict any moneys advanced by the Didrict for
such enlargement which are then unexpended or uncommitted. Such unexpended and
uncommitted moneys shdl be credited to the next payment or payments (as they come
due) of the capita cost component of the Transportation Charge. Such credit shall
include interest from the dates of the respective advances of such moneys at the
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applicable gpportionment rate of the Surplus Money Investment Fund, compounded
semi-annudly. If and when the State sells or otherwise disposes of the excess lands
acquired for the enlargement of the reservoir and not required for the reservoir actudly
congtructed, including lands used for al project purposes, in addition to crediting the
Didrict with such unexpended and uncommitted moneys, the State shdl credit to the
Didtrict on the next payment or payments due of the capital cost component of the
Trangportation Charge dl net amounts (after deducting al costs connected with the sale
or digposal) received by the State. In the event the State utilizes al or part of such
excess lands for purposes which would fal into the category of costswhich are
non-reimbursable by the Digtrict in accordance with the principles for alocating costs
under this contract, the State shd| credit the Didtrict in such manner with an amount
equal to the purchase price (or condemnation award) paid for such lands, plusinterest
on such amount at the project interest rate compounded annually from the dates of the
acquisition of the lands so utilized by the State.

(8 Except as modified or otherwise affected by this Amendment No. 5, the
provisons of subdivison (k) of Article 47, added by Amendment No. 4 to this contract,
ghdl remain in full force and effect.

(m " Advance Payment of Capital Cost Component of the Transportation Charge.

At least twenty-four (24) months prior to the beginning of a caendar year in which the
State desires that the Didtrict pay to the State an advance payment pursuant to Article 24(c)(2)
of the Didrict's contract, the State shdl transmit a written request to the Digtrict for such
payment, and the Digtrict shall pay to the State at the same time and in the same manner asiit
makes payments on the capital cost component of the Transportation Charge, one-hdf (1/2) of
the requested amount on or before January 1 of the calendar year in which payment is
requested to be made, and shall pay the remaining one-hdf (1/2) of such amount on or before
July 1 of that year: Provided, That the amounts to be paid in advance will not exceed sixteen
million three hundred thousand dollars ($16,300,000) prior to congtruction of the Pyramid
Power Development and an additiona amount not to exceed eight million dollars ($3,000,000)
if congruction of the Pyramid Power Development is to be completed prior to 1976 with funds
provided by the sdle of bonds issued by the State under the bond act: Provided further, That
such request from the State is made between December 1, 1969, and January 1, 1975, and no
such payment or any portion thereof shall be requested to be made subsequent to July 1, 1977.

67 Added: Amendment 7
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(N % Devil Canyon Power Plant Bypass.

(@) The Department shal construct for transport and delivery of water to
the Didtrict, as part of the East Branch Aqueduct, a 300 cubic-foot-per-second bypass
at Devil Canyon Power plant, designated as Reach 26B.

2 The Digtrict shdl be responsble for repayment of al capita cogts of the
bypass including financing cogts, as well as payment of minimum operation,
maintenance, power and replacement costs alocated to the bypass. Financing and
repayment of capital costs shall be subject to Article 49(d). The congtruction costs
portion of capital costs of the bypass shal be determined as the total construction costs
of the bypass and Reach 26A East

Branch Enlargement less the find estimated costs that would have been incurred
had the bypass not been constructed. Minimum operation, maintenance, power and
replacement costs shall be determined in the same manner as for other reaches of the
East Branch Aqueduct.

3 The bypass shdl be congtructed for emergency use. After the bypassis
completed, the Department will conduct tests to determine whether the bypass could be
operated on aregular basisfor ddiveries. If the State determines that the bypass
increases the capacity available for deliveries to the Digtrict through Reach 25 and the
portion of Reach 26A upstream of Reach 26B it shdl so notify the Didtrict. If the
Didtrict requests that a portion or al of such increase in capacity be available for
deliveries on a norn-emergency bass, the State shall make the requested capacity
available and shdl revise the dlocation factors for Reach 25 and the portion of
Reach 26A to reflect the increase in capacity made available for deliverieson a
non-emergency basisto the Didtrict.

4 Notwithstanding Subsection (b) of Article 26, the Digtrict shall not
receive a power generation credit associated with Devil Canyon Power Plant for any
water which is conveyed through the bypass.

68 Added: Amendment 21
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48. % Opeation of East Branch Agueduct from -- Devil Canyon Power Plant to Perris
Reservoir (Reaches 28G through 28J). <See Attachments B, G and H>

The State agrees to operate al actual capacity provided in the reaches of the East Branch
Aqueduct from Devil Canyon Power plant to Perris Reservoir, including that provided pursuant to
Article 17, in accordance with the criteria for the East Branch facilities specified in Article 49(h).

49. % Enlargement Capacity from Junction, West Branch, Cdifornia Aqueduct through
Devil Canyon Power Plant (Reaches 18A through 26A). <See Attachments B, G, and H>

(@  Ddinitions.

When usad in this Article 49, the following terms shdl have the meanings hereinafter st
forth:

(@D} East Branch Enlargement Facilities--dl of the following:

(A)  Thefadlities remaining to be congructed as part of the East
Branch Enlargement congruction;

(B)  Thework done pursuant to the letter agreement between the
State and The Metropolitan Water Digtrict of Southern Cdifornia dated
November 29, 1966, <Attachment B> which conssted of congtructing the
Cdifornia Aqueduct between Cottonwood (now known as Alamo) Power
Plant and Cedar Springs (now known as Silverwood) Reservoir so that, by
future additions to the cand lining, siphons, and additiona pumping units at
Pearblossom Pumping Plant, the capacity could beincreased by a
then-estimated approximately 700 cubic feet per second;

(C)  That portion of the enlargement of the Pearblossom Pumping
Plant Forebay and Cofferdam construction which would not have been
constructed but for the proposed East Branch Enlargement and which was done
pursuant to the letter agreement between the State and The Metropolitan Water
Didtrict of Southern California, dated January 18, 1984 <Attachment F>;

69 Added: Amendment 19
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(D)  That portion of the cand lining work between Alamo Power
plant and Pearblossom Pumping Plant done pursuant to the letter agreements
between the State and The Metropolitan Water Didtrict of Southern California,
dated July 2, 1984 <Attachment G> and May 15, 1985 <Attachment H>
which increased the East Branch Aqueduct capacity beyond that st forth in
Table B-2 as shown in State Bulletin 132-70;

(E)  That portion of Reach 24 (Silverwood Lake) to be determined
by aredlocation of Reach 24 to reflect the additional use to be made of that
reach as aresult of the East Branch Enlargement operation;

(F)  That portion of Reach 25 (San Bernardino Tunnd) to be
determined by an alocation of totd ddivery capability of Reach 25 between the
basic Eagt Branch facilities and the East Branch Enlargement as aresult of
East Branch Enlargement operation.

2 Participating Contractor -- any contractor Sgning a contract amendment for
participating in any East Branch Enlargement Fecility.
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(b) Sizing and Congruction of Enlargemen.

(@) The State shdl construct the East Branch Enlargement Fecilitiesto
accommodate flows to at least the capacities contracted for by the State and the
Participating Contractors. Capacity provided in each reach of the enlargement for
trangport and delivery of project water to the Digtrict shdl be as shown in the following
table:

REACH Y CES OF CAPACITY

18A 1,200 <Jdunction West Branch thru Alamo>
19 1,200 <Alamo Power Plant to Fairmont>
20A 1,200 <Fairmont thru 70th St. West>
20B 1,200 <70th St. West to PAlmdale>
21 1,200 <Pamdaeto Littlerock Creek>
22 1,200 <Littlerock Creek to Pearblossom Pumping Plant>
22B 1,200 <Pearblossom P.P. to West Fork Mojave River>
23 1,200 <West Fork Mojave River to Silverwood Lake>
24 1,200 2 <Cedar Springs Dam and Silverwood L ake
25 1,200 ¥ <Silverwood Lake thru South Portal
San Bernardino Tunnel>
26A 1,200 <S. Portd SB. Tunne thru Devil Canyon
Power Plant>

)

These numbers gpply to the reaches as set forth in Figure B-51in

State Bulletin 132-85.

2 Additional flow through capacity in this reach (Silverwood L ake)
to be included in the reallocation of capacity as provided for by
subsection (d)(7) of thisarticle.

9 The 1,200 cfs Enlargement capacity in the Tunnd will be arrived

at by an appropriate reall ocation of basic and excess Tunnd

capacity.
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2 The State shdl congtruct the East Branch Enlargement Fecilitiesin
gtages, with the firgt stage providing the Didtrict in each reach at least fifty percent of the
capacity shown in the table set forth in Article 49(b)(1). The State shdl determine the
specific reach features to be enlarged in consultation with the Participating Contractors.
All Participating Contractors which have capita cost repayment obligationsin areach
shall be considered to have aminimum ddivery cgpability in each sdage. The minimum
delivery capabilities of the Participating Contractors in each staged reach shal bein the
same proportion as the Participating Contractor's proportion of the total enlargement
capacity. The State shal not construct Reaches 18A through 23 and 26A of the East
Branch Enlargement Facilities to capacities greater than shown in the following table
provided that power facilities may be congtructed to alarger capacity if found by the
State to be economicaly or operationaly judtifiable after prior consultation with the
Participating Contractors.

REACH?Y CFS OF CAPACITY

18A 1,506 <Junction West Branch thru Alamo>

19 1,506 <Alamo Power Plant to Fairmont>

20A 1,541 <Farmont thru 70th St. West>

20B 1,541 <70th St. West to PAmdale>

21 1,535 <Pdmdaeto Littlerock Creek>

22A 1,535 <Littlerock Creek to Pearblossom Power Plant>

22B 1,500 <Pearblossom P.P. to West Fork Mojave River>
23 1,683 <West Fork Mojave River to Silverwood Lake>

26A 1,600 <South Portal, San Bernardino Tunnd thru

Devil Canyon Power Plant>

3 The State shdl make all reasonable efforts to complete congtruction of
the first stage of the East Branch Enlargement Facilities as specified above by July 1,
1991. If the State determines that construction of the first stage cannot be
accomplished by July 1, 1991 without incurring extra cogts, it shal consult with the
Participating Contractors.

4 The State shal make dl reasonable efforts to complete construction of
any East Branch Enlargement Facilities necessary to accommodate the tota of the
congtructed amount which are not completed as part of thefirst stage. It shdl
undertake further congtruction activities upon the earliest of (1) the State's determination
that delivery schedules submitted pursuant to Article 12 judtify such action or (2) a
request by The Metropolitan Water Digtrict of Southern Cdiforniathat such action be
taken. If the State fails to complete congtruction of any portion or portions of the East
Branch Enlargement Facilities one or more of the agencies may complete congtruction
pursuant to the procedure in Article 17(F).
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(5) Upon completion of each stage of congtruction, the State shall
determine whether actud capacity of the East Branch Enlargement Facilities differs from
contracted for capacity. If actua capacity differs from contracted for capacity, the
capacity provided for transport and delivery of project water shall be proportionately
adjusted by the State among the Participating Contractors.

(© East Branch Enlargement Trangportation Charge.

The payments to be made by each Participating Contractor entitled to delivery of
project water from or through the East Branch Enlargement Fadilities shall include an annud
charge under the designation East Branch Enlargement Transportation Charge. This charge
shdl return to the State during the repayment period associated with financing of East Branch
Enlargement Facilities, those costs of the East Branch Enlargement Facilities which are dlocated
to the Participating Contractor in accordance with the cost alocation principles and procedures
hereinafter set forth. Wherever reference is made, in connection with the computation,
determination, or payment of the East Branch Enlargement Transportation Charge, to the costs
of any facility or fadilitiesincluded in the System, such reference shdl be only to those codts of
such fadility or facilities which are rembursable by the Participating Contractors as determined
by the State. The East Branch Enlargement Transportation Charge shall consist of a capitd cost
component; and a minimum operation, maintenance, power, and replacement component, as
these components are defined in and determined under Articles 49(d) and 49(e), respectively.
For the purpose of alocations of costs pursuant to said articles, the East Branch Enlargement
Facilities shall be segregated into agueduct reaches as set forth in Figure B-5 in State Bulletin
132-85, provided, however, that Reach 23 may be adjusted after consultation with the
contractors as aresult of addivery point being changed.

(d) East Branch Enlargement Transportation Charge -- Capital Cost Component.
(@D} Method of Computation.
Each Participating Contractor shal be dlocated a capital cost component of the
Eagt Branch Enlargement Trangportation Charge which shall be sufficient to return to the
State those capital codts of the East Branch Enlargement Facilities which are dlocated

to the Participating Contractor pursuant to subdivision (d)(2) of thisarticle. The amount
of this charge shdl be determined by an dlocation of capita
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costs to the Participating Contractor and a computation of annua payments of such
allocated costs and interest, if any, thereon to be made by the Participating Contractor
pursuant to this article. The capital costs dlocated to the Didtrict shdl be reduced by
payments advanced by the Digtrict pursuant to Article 49(d)(4).

2 Allocation of Capital Costs Among Participating Contractors.

The tota amount of capita costs of each reach of the enlargement to be
returned to the State shal be dlocated among all Pearticipating Contractors on the
basis of the ratio of the capacity provided in that reach of the East Branch Enlargement
Facilities for the trangport and delivery of project water to the Participating Contractor
to the total capacity provided in that reach of the East Branch Enlargement Facilities for
the trangport and delivery of project water to al Participating Contractors served from
or through the reach.

3 Determination of Capital Cost Component.
The amount of this component shdl be determined as follows:

(A)  Thetota amount of capital costs alocated to a Participating
Contractor shdl be the sum of the products obtained when there is multiplied,
for each enlargement reach, the tota amount of the capita codts of the
enlargement reach to be returned to the State under the capital cost component
of the East Branch Enlargement Trangportation Charge by the ratio of the East
Branch Enlargement capacity provided to make ddiveries to the Didtrict in the
reach in cubic feet per second (cfs), as provided in subarticle 49(b)(1), to the
tota cfs capacity of the reach of enlargement.

(B)  The projected amounts of capital costs to be alocated annuadly
to the Digtrict under the capita cost component of the East Branch Enlargement
Trangportation Charge shall be determined by the State in accordance with the
cost alocation principles and procedures set forth in Article 49(d)(3)(A), which
principles and procedures shal be controlling as to dlocations of capital coststo
the Participating Contractors. These amounts shall be subject to
redetermination by the State in accordance with Article 49(g).
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4 Financing of Allocated Capital Costs by a Participating Contractor.

(A)  TheDigrict may dect to pay aportion or dl of the capita costs
of the enlargement congtruction alocated to the Didtrict by furnishing fundsto
the State in advance of the State incurring the capital costs, provided that the
totd remaining costs to be financed by the State shall not be less than $50
million. The Didtrict may eect in writing to use this option by June 15 of each
year asto any portion of an East Branch Enlargement Facility not yet funded by
the State. If the Digtrict does not eect this option by June 15 of agiven year, it
may, with the consent of the State elect the option at alater timein that year.

(B)  For any year in which the Didtrict eects this option, the State
ghdl, on or before July 1 furnish the Didtrict with awritten statement of
estimated amounts of funds needed by the State in the succeeding year and of
the cdendar dates by which the State will need the funds. During each
succeeding year the State shdl, on the first of each month, notify the Digtrict of
funds needed within the succeeding month. The Didtrict shdl pay to the State
the requested funds within fifteen caendar days of receipt of notification. The
Didtrict may elect to advance funds to the State on an accelerated schedule
acceptable to the State. Unless otherwise agreed to by the Didtrict and the
State, interest earned on any funds advanced pursuant to this paragraph shall be
credited to reduce payments due from the Digtrict under this contract. To the
extent practicable, interest earned shall be at the Surplus Money Investment
Fund rate. The Didrict may terminateits use of this option for agiven year with
the agreement of the State. If the Didtrict eects this option, subparagraphs
(d)(5) and (d)(6) of this article shall not gpply to any portion of capita coststo
be paid pursuant to the option.

(C) If the Digtrict does not eect to pay dl of the capital costs of the
enlargement alocated to the Didtrict by furnishing funds to the State in advance,
the State, after consultation with the Digtrict, shall prepare a plan for the State's
financing of the Eagt Branch Enlargement and shdl give the Didrict an
opportunity to comment on the plan. The plan shdl include but not be limited to
the size of any revenue bond issuances and the form of necessary resolutions,
articles and covenants.
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o) State Revenue Bond Financing of Allocated Capital Costs.
(A)  Revenue Bond Charge.

If the Didrict does not pay all of the capita costs alocated to the
Didtrict pursuant to subparagraph (3) and the State issues revenue bonds to
finance the enlargement congtruction, the portion of the capital costs not
advanced pursuant to subparagraph (4) shal be recovered through a Revenue
Bond Charge. The Revenue Bond Charges allocated to the Participating
Contractors shdl return to the State an amount equal to the financing costs the
State incurs for that portion of the East Branch Enlargement Facilities
condructed in whole or in part with funds from revenue bonds (including
revenue bond anticipation notes). The eements of the financing cogts shall
include but not be limited to bond marketing expenses to the extent not financed
from the proceeds of applicable revenue bond saes, interest expense during
congtruction of the East Branch Enlargement Facilities to the extent not
provided for from bond proceeds, annua premiums for insurance or other
security obtained pursuant to Article 49(d)(5)(E), and dl semi-annud East
Branch Enlargement Fecilities revenue bond requirements including principd
and interest and, to the extent not funded in advance of any proposed bond
sde, or a any time following such a sale, in accordance with Articles
49(d)(5)(C) and 49(d)(5)(D), any additiona requirements for coverage and
depodits to reserves as required under gpplicable resolutions for the issuance of
East Branch Enlargement Facilities revenue bonds. Any credits which shdll
incdlude, but not be limited to, interest earnings or other earnings of the State in
connection with such bonds shall when and as permitted by the bond resolution
first be utilized for East Branch Enlargement Facilities congtruction purposes and
thereafter dl redlized earnings shdl be paid the Participating Contractors at least
semi-annualy. Such earnings shdl for the purpose of determining each
non-defaulting Participating Contractor's portion of any remaining capital costs
be credited and paid to each non-defaulting Participating Contractor on the
same basis that the capita costs were alocated to each Participating
Contractor.
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(B)  Revenue Bond Charge Computation.

The Revenue Bond Charge for the East Branch Enlargement
congtruction payable by the Digtrict shdl be computed as follows. The capita
cogis dlocable to the Didtrict pursuant to Article 49(d) shal be determined.
Any amounts paid by the Didrict pursuant to Article 49(d)(4) shall be
subtracted. The resulting difference shall be divided by the totdl of al capita
cogts to be financed by revenue bonds. Theratio resulting from the divison
shdl be applied to each dement of the total revenue bond financing cogts. Until
such time as the actua costs to be used in the foregoing computation are
known, such computation shall be based on estimates of such costs. The
Didrict's Revenue Bond Charge shdll be paid by the Digtrict semiannudly at
least 40 days before the State is required to make the corresponding
semi-annual paymert to the bondholders.

(C)  ExcessCoverage

If the amount of coverage on any issue of revenue bonds, and interest
earned on the coverage, isin excess of that required under the applicable bond
resolution, articles or covenants, each participating contractor's share of the
excess shdl bein the same proportion as charges were paid by each
participating contractor pursuant to Article 49(d)(5)(B) for the portion of the
fecilities financed by said issue of revenue bonds. When and as permitted by
the terms of the bond resolution, the share of excess coverage together with any
redlized interest earnings, shall at the Participating Contractor's option be
returned to the Participating Contractor or be utilized to fund remaining East
Branch Enlargement congiruction costs to the extent not otherwise provided for.

To the extent practicable, interest earned shal be at the Surplus Money
Investment Fund rate.

(D) Resarves

The State shall maintain revenue bond reserve funds no grester than
necessary, as required under the applicable bond resolution, articles or
covenants. In determining the level of revenue bond reserves to be maintained
the State may, to the extent allowable under the gpplicable bond resolution,
articles, or covenants, take account of any restricted reserve funds, other than
replacement reserve funds, maintained by the individua Participating
Contractors for the payment of State water
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contract payment obligations. Interest earned on revenue bond reserves
maintained by the State and any excess reserve funds shall be credited promptly
thereon to each Participating Contractor by the State. Upon retirement of any
issue of revenue bonds and in accordance with the terms of the bond resolution,
reserves maintained by the State on account of such issue, together with interest
earnings thereon, shdl be used to pay the final net annua debt service for such
issue. Any reserves maintained by the State on account of an issue of revenue
bonds and remaining after retirement of such issue, shal be repaid to the
Participating Contractorsin proportion to the total reserves that each
Participating Contractor paid. To the extent practicable, interest earned shall be
at the Surplus Money Investment Fund rate.

(B) Insurance

To the extent economicdly judtifiable, as determined by the State after
consultation with the Participating Contractors, the State shall obtain insurance
or maintain other security protecting bondholders and Participating Contractors
againg costs resulting from the failure of any Participating Contractor to make
the payments required by this Article 49(d)(5).

(6) State Non-Revenue Bond Financing of Allocated Capital Codts.

The State may use any of its available funds other than revenue bonds, to
finance dl, or a portion of the capital costs of the enlargement congruction. Until
revenue bonds or other debt instruments are issued, the Participating Contractors shall
pay interest a the Surplus Money Investment Fund rate on whatever funds are used.
Any State debt instrument other than revenue bonds or bond anticipation notes shdl
only be used after consultation with the Participating Contractors.
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) Reallocation of Codts.

No later than the date of completion of the first stage of the East Branch
Enlargement Facilities, the State shdl in consultation with the contractors participating in
the repayment of the reaches, reallocate costs for Reach 24 (Silverwood Lake). Such
regllocation of cogts shdl apply to years beginning with the date of completion of the
first stage of the East Branch Enlargement Facilities. The State shall also redllocate a
the same time the cogts of Reach 25 (San Bernardino Tunnel) among dl contractors
participating in repayment of such reach, to reflect the redistribution of flow capacity
necessary for the East Branch Enlargement Facilities. Such redllocation shdl include
historical as well asfuture costs as appropriate. By the same date the State, in
consultation with the contractors participating in the repayment of the reaches, shdl dso
redllocate dl costs associated with the work done pursuant to the letter agreement
between the State and The Metropolitan Water Didrict of Southern California dated
November 29, 1966 <Attachment B>, as described in Subarticle 49(a)(1)(B).

(8)  Allocation of Improvement Costs.

Using the procedure provided in Article 24 (Transportation Charge--Capita
Cost Component) the State shdll, as of the effective date of Article 49, dlocate among
al contractors entitled to ddlivery of project water from or through the affected reaches
those design and construction costs encompassed in letter agreements dated January
18, 1984 <Attachment F>, duly 2, 1984 <Attachment G>, and May 15, 1985
<Attachment H>, between the State and The Metropolitan Water Digtrict of Southern
Cdiforniawhich would have been incurred irrespective of East Branch Enlargement
Fecilities. The Metropolitan Water Didrict of Southern Cdifornia shall receive credits
for principa and interest at the project interest rate. Interest at the project interest rate
shall be paid on funds advanced by The Metropolitan Water Didtrict of Southern
Cdifornia, pursuant to the aforesaid |etter agreements, in excess of the allocations made
pursuant to this subparagraph.

9 Reimbursement for Previoudy Advanced East Branch Enlargement
Costs.

If additiona contractors become participants in Reach 25, The Metropolitan
Water Didtrict of Southern Cdiforniashdl, no later than the date of completion of the
firgt stage of the East Branch Enlargement Facilities, recaive creditswith interest at a
rate of 6 percent for funds previoudy paid by it to the
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State for excess capacity in Reach 25 alocated to such additiona contractors. By the
sametime, dl existing contractors in Reach 25 will receive credits with interest et the
project interest rate for any payments previoudy made by them with interest at the
project interest rate, for basic capacity costs of Reach 25 to the extent those payments
exceed the amounts they would have been obligated to pay if this amendment had been
in effect as of the date funds were first paid. TablesB-1 and B-2 as shown in State
Bulletin 132-70 shall be appropriately adjusted.

(e East Branch Enlargement Transportation Charge -- Minimum Operation,
Maintenance, Power, and Replacement Component.

(@D} The minimum operation, maintenance, power, and replacement
component of the East Branch Enlargement Trangportation Charge shdl return to the
State those minimum operation, maintenance, power, and replacement costiswhich in
the judgment of the State are incurred solely because of construction, operation and
maintenance of the East Branch Enlargement Facilities, and which are based on the
proportional capital cost alocation to the Didtrict for such enlargement facilities, by
reach. Other costs which cannot be attributed solely to East Branch facilities provided
for pursuant to Article 17(a) shdl be shared in accordance with aformulato be
developed by the State in consultation with contractors participating in the repayment of
the capital costs of the affected reaches. The State may establish reserve funds to meet
anticipated minimum replacement cogts in the same manner provided for in Article
25(a).

2 Thetotd projected minimum operation, maintenance, power and
replacement cogts of each reach of the East Branch Enlargement Fecilities for the
respective year shdl be dlocated among dl Participating Contractors on the basis of the
ratio of the capacity provided in the East Branch Enlargement Facilities reach for the
trangport and delivery of project water to each Participating Contractor to the total
capacity provided in the East Branch Enlargement Facilities reach for the transport and
delivery of project water to dl Participating Contractors served from or through the
reech.

3 Notwithstanding the provisons of subdivisons (€)(1) and (€)(2) of this
article, or of Article 1(u), the costs of off-agueduct power facilities associated with
deliveries of water through East Branch Enlargement Facilities shdl be included in the
determinations and alocations pursuant to Article 25(d). There shdl be no separate
off-aqueduct power facilities determination and alocation for East Branch Enlargement
Facilities.
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® East Branch Enlargement Variable Operation, Maintenance, Power, and
Replacement Costs.

The variable operation, maintenance, power, and replacement costs associated with
deliveries of water through East Branch Enlargement Fadilities shdl be included in the
determinations and dlocations pursuant to Article 26. There shdl be no separate variable
operation, maintenance, power, and replacement component of the East Branch Enlargement
Transportation Charge.

(@  Redetermination of Charges.
(@D} Determinative Factors Subject to Retroactive Charge.

The State shdl redetermine the va ues and amounts chargegble to Participating
Contractorsin 1988 or the year following the year in which this article is effective,
whichever islater, and each year thereafter as needed in order that the East Branch
Enlargement chargesto the Didtrict accurately reflect the increases or decreases from
year to year in projected codts, properly attributable to each Participating Contractor.
In addition, each such redetermination shdl include an adjustiment of the components of
the charges to be paid by each Participating Contractor for succeeding years which shal
account for the differences, if any, between those factors used by the State in
determining the amounts of such components for dl preceding years and the factors as
then currently known by the State. Such adjustment shall be computed by the State and
paid by the Participating Contractor or credited to the Participating Contractor's
account in the manner described in Articles 49(g)(2) and 49(g)(3) below.

(20  Adusment: East Branch Enlargement Transportation Charge --
Capitd Cost Component.

Adjustments for prior underpayments or overpayments of the capital cost
component of the East Branch Enlargement Transportation Charge to the Participating
Contractor, together with accrued interest charges or credits thereon computed at the
then current Surplus Money Investment Fund rate on the amount of the underpayment
or overpayment and compounded annualy for the number of years from the yeer the
underpayment or overpayment occurred to and including the year following the
redetermination, shdl be paid in the year following the redetermination.
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3 Adjustment: East Branch Enlargement Transportation Charge --
Minimum Operation, Maintenance, Power, and Replacement Component.

One-twelfth of the adjustments for prior underpayments or overpayments of the
Participating Contractor's minimum operation, power, and replacement component of
the East Branch Enlargement Transportation Charge for each year shall be added or
credited and paid in the corresponding month of the year following the redetermination,
together with accrued interest charges or credits thereon computed at the then current
Surplus Money Investment Fund rate on the amount of the underpayment or
overpayment and compounded annudly for the number of years from the year when the
underpayment or overpayment occurred to and including the year following the
redetermination.

(p)] East Branch Operation.
<Attachment J>

Requests for delivery of water through the East Branch Enlargement Facilities shall be
subject to Article 12. Except as otherwise provided, the East Branch Enlargement Facilities
shdl be operated as an integrd part of the East Branch Aqueduct and shall be subject to the
same criteria To the extent that then-current ddiveriesinvolve rates of flow within the
limitations of Article 12(b) or involve capacities less than those on which the contractor's capital
charges are based, the State shal provide the ddliveries with no power peaking charges. To the
extent delivery capability is available to permit thencurrent deliveries at arate of flow in excess
of the lesser of that provided in (a) Article 12(b), or (b) of the sum of the cgpacities on which
the Digtrict's capital charges are based in the basic East Branch Aqueduct Facilities and the
Didtrict's proportiond share of the operationa capacity of the East Branch Enlargement
Fadlities, such deliverieswill be dlowed if such deliveries do not adversdly affect the ability of
other contractors to receive entitlement deliveries. However, if such excess ddiveries would
cause increased power costs to any other contractors, the Digtrict shal pay the power costs that
would otherwise increase power costs to the other water contractors. These power costs
resulting from such excess ddiveries will be based upon administrative cost dlocation
procedures adopted by the Director of the Department of Water Resources after consultation
with the contractors. Before beginning deliveries that would involve extra power pesking
charges, the State shdl consult with the Didrict to determine if the Digtrict desires () achange
inits ddivery schedule or (b) modifications in East Branch Aqueduct or Enlargement operation
to avoid the increased power costs.
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0] Failure to Meet Payment Obligations Under Article 49.

(@) If a Participating Contractor defaultsin payments due under Article 49
and the costs of other Participating Contractors would as a consequence be increased,
the State shall, in addition to any actions taken pursuant to Articles 32 and 34, notify the
defaulting Participating Contractor thet if the Participating Contractor failsto cure the
default within 30 days, the State will offer the capacity provided for the Participating
Contractor to the other Participating Contractors. If the Participating Contractor failsto
cure the default within thirty (30) days of notice by the State, the State shall offer to
each Participating Contractor, in proportion to the contractor's degree of participation in
the enlargement, the opportunity to assume responshility for the capital charges and
delivery capability on which the defaulting contractor's capital costs were based. If
Participating Contractors fail to cure the default, The Metropolitan Water Digtrict of
Southern Cdifornia shdl assume responsibility for the capital charges on which the
defaulting contractor's capital costs were based, and shal receive the capacity
associated with such capita charges. Article 49(b)(1) shall be appropriately adjusted.

2 No credits shal be assigned to a Participating Contractor under this
article while the Participating Contractor isin default of any payment to the State under
thisarticle for a period of more than thirty (30) days.

50. O Water System Revenue Bond Financing Costs.
<Attachment L>

@ Chargesto the Agency <Didtrict> for water system revenue bond financing
costs shall be governed by provisons of thisarticle. Chargesto all contractors for water
systems revenue bond financing costs shdl return to the State an amount equa to the annua
financing cogts the State incurs in that year for water system revenue bonds (including water
system revenue bond anticipation notes). Annud financing costs shall include, but not be limited
to, any annua principa and interest on water systemn revenue bonds plus any additiond
requirements for bond debt service coverage, deposits to reserves, and annud premiums for
insurance or other security obtained pursuant to

0 Added: Amendment 20
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subdivison (f) of thisarticle. The State shal provide credits to the contractors for excess
reserve funds, excess debt service coverage, interest, and other earnings of the State in
connection with repayment of such revenue bond financing cogts, when and as permitted by the
bond resolution. When such credits are determined by the State to be available, such credits
shall be promptly provided to the contractors and shall be in proportion to the payments under
this article from each contractor. Reserves, bond debt service coverage, interest, and other
earnings may be used in the last year to retire the bonds.

(b) Annua chargesto recover water systems revenue bond financing costs shal
consst of two dements. <See AttachmentsK and L>

@ Thefirst dement shdl be an annua charge to the Agency <Didtrict> for
repayment of capital costs of water system facilities as determined under Articles 22
and 24 of this contract with interest at the project interest rate. For conservation
facilities, the charge shdl be a part of the capitad cost component of the Delta Water
Charge in accordance with Article 22. For transportation facilities, the charge shdl bea
part of the capital cost component of the Trangportation Charge in accordance with
Article 24.

2 The second element shdl be the Agency's <Didtrict's> share of a Water
System Revenue Bond Surcharge to be paid in lieu of a project interest rate adjustment.
Thetotal annua amount to be paid by dl contractors under this dement shdl be the
difference between the tota annual charges under the first ement and the annud
financing costs of the water system revenue bonds. The amount to be paid by each
contractor shall be caculated annualy asif the project interest rate were increased to
the extent necessary to produce revenues from al contractors sufficient to pay such
difference for that year. In making that caculation, adjustments in the Agency's
<Digtrict's> Transportation capital cost component charges for prior overpayments and
underpayments shall be determined asif amortized over the remaining years of the
project repayment period.

(© The Water System Revenue Bond Surcharge will be
identified by component and charge in the Agency's <Didtrict's> invoice.

(d) Timing of Payments. Payments shal be made in accordance with Article 29(f)
of this contract.
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(e Reduction in Charges. The Water System Revenue Bond Surcharge under
Artidle 50(b)(2) shdll cease for each series of water system revenue bonds when that seriesis
fully repaid. However, the annua charge determined pursuant to Article 50(b)(1) shall continue
to be collected for the time periods otherwise required under Articles 22 and 24.

After the Department has repaid the Cdifornia Water Fund in full and after each series
of Water System Revenue Bondsiis repaid, the Department will reduce the chargesto
contractors in an equitable manner in atotal amount that equals the amount of the charges under
Artide 50(b)(2) that the Department determinesis not needed for future financing of facilities of
the System which, in whole or in part, will serve the purposes of the water supply contract with
the Agency <Didrict>.

® To the extent economically feasible and justifiable, as determined by the State
after consultation with contractors, the State shal maintain insurance or other forms of security
protecting bondhol ders and non-defaulting contractors againgt costs resulting from the failure of
any contractor to make the payments required by this article.

()} Before issuing each series of water system revenue bonds, the State shalll
consult with the contractors, prepare aplan for the State's future financing of water system
fadilities, and give the Agency <Didrict> an opportunity to comment on the plan. The plan shdll
include but not be limited to the Sze of any water system revenue bond issuances and the form
of any necessary resolutions or supplements.

)  Dealts

(@D} If acontractor defaults partidly or entirdy on its payment obligations
caculated under this article and sufficient insurance or other security protecting the
non-defaulting contractorsis not provided under Article 50(f), the State shdl alocate a
portion of the default to each non-defaulting contractor. The Agency's <Didtrict's>
share of the default shal be equa to an amount determined by multiplying the total
default amount to be charged to al non-defaulting contractors by the ratio that the
Agency's <Didrict's> maximum Table A entitlements bears to the maximum Table A
entitlements of al non-defaulting contractors. However, such amount shal not exceed
in any year 25 percent of the Water System Revenue Bond financing codts that are
otherwise payable by the Agency <Didtrict> in that year. The amount of default to be
charged to non-defaulting contractors shal be reduced by any receipts from insurance
protecting non-defaulting contractors and bond debt service coverage from a prior year
and available for such purpose. <Attachment L>
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2 If acontractor defaults partidly or entirdy on its payment obligations
under this article, the State shall dso pursuant to Article 20, upon six months notice to
the defaulting contractor, suspend water deliveries under Article 20 to the defaulting
Contractor s0 long as the default continues. The suspension of water ddliveries shal be
proportiond to the ratio of the default to the total water system revenue bond payments
due from the defaulting contractor. However, the State may reduce, liminate, or not
commence suspengon of deliveries pursuant to this subparagraph if it determines
suspension in the amounts otherwise required is likely to impair the defaulting
contractor's ability to avoid further defaults or that there would be insufficient water for
human consumption, sanitation, and fire protection. The State may digtribute the
suspended water to the non-defaulting contractors on termsit determinesto be
equitable.

3 During the period of default, credits otherwise due the defaulting
contractor shal be applied to payments due from the defaulting contractor.

4 Except as otherwise provided in Article 50(h)(3), the defaulting
contractor shdl repay the entire amount of the default to the State with interest
compounded annually at the Surplus Money Investment Fund rate before water
deliveries that had been suspended shdl be fully resumed to that contractor. If the
defaulting contractor makes a partid repayment of its default, the Department may
provide a proportiona restoration of suspended deliveries. The amount of the default to
be repaid shdl include any amounts previoudy received by the State from insurance
proceeds, bond debt service coverage, or other reserves, and payments from other
contractors pursuant to this subparagraph (h). The defaulting contractor shall not be
entitled to any make-up water ddiveries as compensation for any weater deliveries
suspended during the period when the contractor was in defallt.

) At such time as the default amount is repaid by the defaulting
contractor, the non-defaulting contractors shdl receive credits in proportion to their
contributions towards the amount of the default with interest collected by the State on
the defaulted amount.

(6) In the event there is an increase in the amount a non-defaulting
contractor contributes to reserves and/or bond debt service coverage, such increase
shdl be handled in the same manner as provided in Article 50(a).

) Action taken pursuant to this subarticle shdl not deprive the State of or

limit any remedy provided by this contract or by law for the recovery of money due or
which may become due under this contract.

- 125 -



Article 50()

0] [Inoperative] Power of Termination. <Attachments N and O>

(@) The Department and the Agency <District> agree to negotiate in good
faith the development of a meansto provide adequate protection for the Department's
cash flow into priorities one and two for revenues under Water Code Section 12937(b)
with the god of obtaining agreement by April 1, 1987. The Department and the
Agency <Didtrict> agree to continue negotiations beyond April 1, 1987 if necessary to
meet their common god of arriving a agreemern.

2 If such an agreement has not been reached by April 1, 1987, and if the
Director of Water Resources determines that adequate progress has not been made
toward such an agreement, the Director may give notice to the Agency <Didtrict> and
other contractors that he intends to exercise the power to terminate provided in this
subarticle 50(i). The Director's authority to give such anotice shal terminate on July 1,
1988.

3 After 9x months from the date of issuing the notice of intent to
terminate, but in no event later than January 1, 1989, the Director may terminate the
authority of the Department to issue additional series of water system revenue bonds
using the repayment provisions of Article 50. The Department shal promptly notify the
Agency <Didtrict> and other contractors that the Director has exercised the power of
termination.

4 No additional series of water system revenue bonds shal be issued
under the provisons of this Article 50 after the Director has exercised the power to
terminate, but Article 50 shdl remain in effect asto any series of water system revenue
bondsissued prior to the time the Director exercises the power to terminate.

) An exercise of the power to terminate provided in this subarticle 50(i)
shdll dso rescind any changes made by this amendment in the schedule of payment of
overpayment or underpayment of capital costs resulting from a change in the project
interest rate and shdl aso rescind the addition of item (7) to Article 1(t). However, if
the Department has borrowed any funds under Article 1(t)(7), Article 1(t)(7) shdl
remain in effect asto that and only that borrowing. Upon the exercising of the power to
terminate, subarticles 28(e) and (f) shdl be rescinded and Article 1(t) shdl read asiit
previoudy read as shown on Attachment Number 1 to this amendment. <See
Attachment M>
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(6) At any time before January 1, 1989, so long as the Director has not
aready exercised the power of termination, the Director may irrevocably waive hisright
to exercise the power of termination or may rescind any previoudy issued notice of
intention to terminate. <See Attachment N>

(7) If the Director does not exercise the power of termination before
January 1, 1989, this subarticle 50(i) shdl expire, and the remainder of this Article 50
shdl remain in effect. Changes made by this amendment to other articles shal dso
remain in effect.

() Amounts payable under this article shdl not be affected by any reductionsin
payments pursuant to Article 51.

251, Fnancid Adjusments.

@ Genera Operating Account.

@ The State shdl maintain a General Operating Account to provide the
moneys needed to pay obligations incurred by the State of the types described in Water
Code sections 12937(b)(1) and (2) in the event of emergency or cash flow shortages.

(20  Aninitid depogt of $15 million shdl be made available from revenue
bond reserves that are no longer required by revenue bond covenants and that would
otherwise be credited to the contractorsincluding the Didtrict. 1n 1998 or when the
funds become available an additiona $7.7 million will be deposited in the Generd
Operating Account from revenue bond reserves that are no longer required by revenue
bond covenants and that would otherwise be credited to the contractors including the
Didtrict, bringing the deposits to that account under this article to $22.7 million.

3 The baance in the Generd Operating Account will increase pursuant to
subdivison (€)(3)(v) of thisarticle to an amount determined by the State but not in
excess of $32 million. However, dfter the year 2001, the maximum amount of the fund
may increase or decrease annualy by not more than the same percerntage asthe
increase or decrease in the charges, other than power charges for pumping water, to all
the contractors for the previous year from the charges for the year before that for
obligations under subdivisons (c)(2)(ii) and (jii) of thisarticle.

" Added: Amendment 25
2 Added: Amendment 25
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Articles 51(b) and 51(c)

(b) State Water Facilities Capital Account.

(@) The State shall establish a State Water Facilities Capital Account to be
funded from revenues available under Water Code section 12937(b)(4). Through
procedures described in this article and as limited by this article, the State may consider
as arevenue need under subdivision (¢)(2)(v) of thisarticle and may deposit in the State
Water Facilities Capital Account the amounts necessary to pay capital costs of the State
Water Facilities for which neither generd obligation bond nor revenue bond proceeds
are available, including but not limited to planning, reconnaissance and feagbility sudies,
the San Joaquin Valley Drainage Program and, through the year 2000, the CALFED
Bay-Ddta Program.

2 The Director of the Department of Water Resources shall fully consult
with the contractors and consider any advice given prior to depositing fundsinto this
account for any purposes. Depodits into this account shall not exceed the amounts
specified in subdivision (€)(2)(v) of this article plus any amounts determined pursuant to
subdivison (e)(2)(iii) of thisarticle.

3 The State shall use revenue bonds or other sources of moneys rather
than this account to finance the cogts of congtruction of any mgjor capitd projects.

(© Cdculation of Financia Needs.

(@D} Each year the State shdl cdculate in accordance with the timing
provisons of Articles 29 and 31 the amounts that would have been charged (but for this
article) to each contractor as provided in other provisions of this contract.

2 Each year the State shall dso establish its revenue needs for the
following year for the following purposes, subject to the following limitations:

0] The amount required to be collected under the provisons of this

contract, other than this article, with respect to dl revenue bondsissued by the
State for Project Facilities.
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Article 51(c)

(it) The amount required for payment of the reasonable costs of the
annua maintenance and operation of the State Water Resources Devel opment
System and the replacement of any parts thereof as described in Water Code
section 12937(b)(1). These costs shall not include operation and maintenance
costs of any Federd Centra Valey Project facilities constructed by the United
States and acquired by the State of California after 1994, other than the State's
share of thejoint use facilities which include San Luis Reservair, the San Luis
Cand and related facilities.

@)  Theamount required for payment of the principa of and interest
on the bonds issued pursuant to the Burns-Porter Act as described in Water
Code section 12937(b)(2).

(iv)  Any amount required for transfer to the Cdifornia Water Fund
in reimbursement as described in Water Code section 12937(b)(3) for funds
utilized from said fund for congtruction of the State Water Resources
Development System.

) For the years 1998 and thereafter, the amount needed for
deposits into the State Water Facilities Capital Account as provided in
subdivison (b) of this article, but (A) not more than $6 million per year for the
years 1998, 1999 and 2000, and (B) not more than $4.5 million per year for
the years 2001 and theresfter.

3 Subject to the provisons of subdivision (€) of this article, the State shall
reduce the annual chargesin the aggregate for adl contractors by the amounts by which
the hypothetical charges caculated pursuant to subdivision (c)(1) above exceed the
revenue needs determined pursuant to subdivision (c)(2) above. The reductions under
thisarticle shall be apportioned among the contractors as provided in subdivisons (d),
(e), (f) and (g) of thisarticle. Reductionsto contractors shall be used to reduce the
payments due from the contractors on each January 1 and July 1; provided, however,
that to the extent required pursuant to subdivision (h) of thisarticle, each Agricultura
Contractor shdl pay to the Agriculturd Rate Management Trust Fund an amount equa
to the reduction alocated to such Agricultural Contractor. Any default in payment to
the trust fund shdl be subject to the same remedies as any default in payment to the
State under this contract.
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Articles 51(c) and 51(d)

4 The State may submit a supplementd hilling to the Didtrict for the year
in an amount not to exceed the amount of the prior reductions for such year under this
article if necessary to meet unanticipated costs for purposes identified in Water Code
section 12937(b)(1) and (2) for which the State can issue billings under other provisons
of thiscontract. Any supplementa billing made to the Didtrict for these purposes shdl
be in the same proportion to the tota supplementa billingsto al contractors for these
purposes as the prior reduction in charges to the Didrict in that year bearsto thetota
reductionsin chargesto dl contractorsin that year and shal be trested as reducing the
amount of the reduction made available for that year to the Didtrict by the amount of the
supplementd hill to the Didrict.

(5) The State may aso submit a supplementd billing to the Didrict for the
year if necessary to meet unanticipated costs for revenue bond debt service and
coverage for which the State can issue a satement of charges under provisons of this
contract other than this article. The reative amounts of any supplementd billing made to
the Didtrict and to other contractors for revenue bond purposes shal be governed by
such other gpplicable provisons of this contract.

(6) Payment of any supplementd billing shdl be due thirty days after the
date of theinvoice. Delinquency and interest on delinquent amounts due shal be
governed by Article 32.

(d) Apportionment of Reductions between Agricultura and Urban Contractors.

@ Reductions available under this article are projected to begin to occur in
1997. The numbers and percentagesin this subdivision reflect certain estimates of
dollars and sharing of reductions. The actud reductions may vary dightly from the
amounts described below. The State shdl determine the availability of reductions for
each year in accordance with this article.

2 Reductions shdl be phased in asfollows:
@) In 1997 reductions in the amount of $14 million are projected
to be available and shall be gpplied as follows: the first $10 million of reductions

shdl be apportioned among the Agriculturd Contractors, and the remaining
reductions shal be apportioned among the Urban Contractors.
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Article 51(d)

(i) In 1998 reductions in the amount of $17 million are projected
to be available and shdl be gpplied as follows: the first $10 million of reductions
shdl be apportioned among the Agriculturd Contractors, and the remaining
reductions shal be apportioned among the Urban Contractors.

(iii) In 1999 reductions in the amount of $32 million are projected
to be available and shdl be gpplied asfollows: the first $10 million of reductions
shdl be apportioned among the Agricultura Contractors, and the remaining
reductions shdl be apportioned among the Urban Contractors.

(iv)  In 2000 reductionsin the amount of $33 million are projected
to be available and shdl be gpplied as follows: the first $10 million of reductions
shdl be apportioned among the Agriculturd Contractors, and the remaining
reductions shall be apportioned among the Urban Contractors.

(3)() Intheevent that the aggregate amount of reductionsin any of
the years 1997 through 2000 is |ess than the respective amount projected for
such year in subdivison (d)(2) above, the shortfal shdl be taken firgt from
reductions that would have been provided to Urban Contractors. Only after dll
reductions to Urban Contractors have been diminated in a given year shdl the
remaining shortfal be taken from reductions scheduled for Agricultura
Contractors. Any projected reductions not mede available due to such
shortfdlsin the years 1997 through 2000 shdll be deferred with interest at the
project interest rate to the earliest subsequent years when reductionsin excess
of those projected for those years are available. Such deferred reductionswith
interest at the project interest rate shal be applied to the charges of the
contractors whose reductions have been deferred.

(i) In the event that the aggregate amount of reductions availablein
any of the years 1997 through 2000 is greater than the sum of (A) the
respective amount projected for such year in subdivison (d)(2) above, plus (B)
the amount of any shortfall with accrued interest at the project interest rate,
remaining from any prior year to be gpplied, the excess shdl be gpplied for the
purposes and in the amounts per year described in subdivisions (€)(3)(iii), (iv),
(v) and (vi) of thisarticle, in that order.

4 In 2001 and in each succeeding year reductions equd to or in excess of
$40.5 million are projected to be available and shdl be gpplied as follows:

-131 -



Articles 51(d) and 51(e)

0] If reductions are available in an amount that equals or exceeds
$40.5 million, $10 million of reductions shal be apportioned among the
Agriculturd Contractors, and $30.5 million of reductions shall be apportioned
among the Urban Contractors. If reductions are available in an amount greater
than $40.5 million, the excess shdl be applied as provided in subdivision (€)(3)
of this article, subject however to subdivison (€)(1).

(ii) If reductions are available in an amount less than $40.5 million
in any of these years, the reductions shall be divided on a24.7% - 75.3% basis
between the Agricultura Contractors and the Urban Contractors respectively.
Any such reductions not made due to shortages shdl be gpplied without interest
in the next year in which reductions in an amount in excess of $40.5 million are
available pursuant to subdivison (€)(3) of thisarticle with any remainder that is
not available carried over without interest to be applied in the earliest
subsequent years when reductions in excess of $40.5 million are available.

) Annua chargesto a contractor shall only be reduced prospectively from
and after the date it executes the Monterey Amendment to this contract.
Apportionments of reductions shal be calculated on the assumption that al contractors
have executed such amendment.

(e Review of Financid Requirements.

(@D} In 2001 and every fifth year theregfter the Director of the Department
of Water Resources, in full consultation with the contractors, will review the financia
requirements of the State Water Resources Development System and determine the
following:

0] The amount of revenues that are needed for State Water
Resources Devel opment System purposes in addition to those needed for the
purposes specified in subdivisons (€)(2)(i), (i), (iii), and (iv) of thisarticle;

(it) If the aggregate amount that would have been charged to dll
contractorsin any year but for this article exceeds the sum of (A) the amount of
revenues needed for the purposes specified in subdivisons (¢)(2)(i), (ii), (iii) and
(iv), plus (B) $40.5 million, plus (C) the amount determined pursuant to
subdivison (c)(2)(v) of this article, the amount of such excess.
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Article 51(e)

@)  Theamount of the excess determined in subdivison (€)(1)(ii)
above that should be collected by the State for additional State Water
Resources Development System purposes and the amount of such excess that
should be used for further annua charge reductions.

2 After making the determinations required above, the State may collect
the revenues for additional State Water Resources Development System purposesin
the amount determined pursuant to subdivision (€)(1)(iii) above.

3 If and to the extent that as a result of such determinations, the aggregate
amount to be charged to contractors is to be reduced by more than $40.5 million per
year, the following priorities and limitations shdl apply with respect to the application of
such additiona reductions:

0] Firgt, reductions shdl be alocated to make up shortfalsin
reductions from those projected for the years 1997 through 2000 with interest
at the project interest rate pursuant to subdivision (d)(3)(i).

(i) Second, reductions shall be alocated to make up shortfadlsin
reductions from those projected for the years beginning with 2001 without
interest pursuant to subdivison (d)(4)(ii).

@iy  Third, additiond reductions in the amount of $2 million per year
shall be apportioned among the Urban Contractors until atotal of $19.3 million
in such additiona reductions have been so gpplied.

(iv)  Fourth, reductions up to an additiona $2 million per year shall
be alocated to make up any shortfdlsin the annua reductions provided for in
subdivison (e)(3)(iii).

) Fifth, $2 million per year shal be charged and collected by the
State and deposited in the General Operating Account to bring the account
ultimately up to an amount determined by the State but not in excess of $32
million with adjustments as provided in subdivision (a) of thisarticle. Any
amount in the account in excess of this requirement shal be returned to generd
project revenues.

(vi)  Sixth, remaining amounts if any shdl be used for reductions

divided on a24.7% - 75.3% basis between the Agricultural Contractors and
the Urban Contractors respectively.
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Article 51(f)

® Apportionment of Reductions Among Urban Contractors.

Reductions in annua charges apportioned to Urban Contractors under subdivisions (d)
and (e) of thisarticle shal be further alocated among Urban Contractors pursuant to this
subdivison. The amount of reduction of annua charges for each Urban Contractor shal be
based on each Urban Contractor's proportionate share of total allocated capital costs as
caculated below, for both project conservation and project transportation facilities, repaid by
al Urban Contractors over the project repayment period.

(@D} The conservation capita cost component of the reduction alocation
shall be apportioned on the bas's of maximum annud entitlement. Each Urban
Contractor's proportionate share shall be the same as the percentage of that
contractor's maximum annua entitlement to the total of al Urban Contractors maximum
annud entitlements,

2 The trangportation capital cost component of the reduction alocation
shall be apportioned on the basis of transportation capital cost component repayment
obligations, including interest over the project repayment period. Each Urban
Contractor's proportionate share shdl be the same as the percentage that the
contractor's total transportation capital cost component repayment obligation is of the
tota of al Urban Contractors transportation capital cost component repayment
obligetions.

0] Recdculations shal be made annualy through the year 1999.
Beginning in the year 2000 reca culations shal be made every five years unless
an Urban Contractor requests a recalculation for an interim year and does so by
arequest in writing delivered to the Departmernt by January 1 of the year in
which the recaculation is to take place.

(i) The transportation capital cost component repayment
obligations, for purposes of this Article 51(f), shall be based in the year of
recal culation on the then most recent Department of Water Resources Bulletin
132, Table B-15, "Capital Cost Component of Trangportation Charge for Each
Contractor,” or its equivaent, excluding any costs or entitlement associated with
transfers of entitlement from Agriculturd Contractors pursuant to Article 53.
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Articles 51(f) and 51(q)

3 To reflect the relative proportion of the conservation capita cost
component and the transportation capital cost component to the total of al capital cost
repayment obligations, the two cost components shall be weighted as follows:

0] The conservation capital cost component shal be weighted with
athirty percent (30%) factor. The weighting shal be accomplished by
multiplying each Urban Contractor's percentage of maximum annud entitlements
as caculated in subdivison (f)(1) of this article by thirty percent (30%).

(i) The transportation capital cost component shdl be weighted
with a saventy percent (70%) factor. The weighting shal be accomplished by
multiplying each Urban Contractor's percentage of transportation capital cost
component repayment obligations as calculated in subdivison (f)(2) of this
article by seventy percent (70%).

@)  Atotd, weighted capita cost percentage shdl be calculated for
each Urban Contractor by adding the weighted conservation capita cost
component percentage to their weighted trangportation capital cost component

percentage.

4 The tota amount of the annua charges to be reduced to Urban
Contractorsin each year shal be alocated among them by multiplying the total amount
of annua charges to be reduced to the Urban Contractors by the total, weighted capital
cost percentages for each such contractor. If the amount of the reduction to an Urban
Contractor isin excess of that contractor's payment obligation to the Department for
that year, such excess shdl be redllocated among the other Urban Contractors.

(5) In the case of a permanent transfer of urban entitlement, the
proportionate share of annua charge reductions associated with that entitlement shdl be
transferred with the entitlement to the buying contractor. In the case of an entitlement
transfer by either Santa Barbara County Flood Control and Water Conservation
Didtrict or San Luis Obispo County Flood Control and Water Conservation Didtrict, the
reductionsin annua charges to that agency shdl be dlocated (a) on the basis of that
entitlement being retained by that agency which bears Coastd Branch Phase I
trangportation costs, (b) on the basis of that entitlement being retained by that agency
which does not bear Coastal Branch Phase |1 transgportation costs, and (c) on the basis
of the balance of that agency's entitlement which aso does not bear Coastal Branch
Phase |1 transportation costs.
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Article 51(g)

(o) Apportionment of Reductions Among Agricultural Contractors.

@ Reductions in annua charges apportioned to Agricultura Contractors
under subdivisons (d) and (e) of thisarticle shal be dlocated among the Agricultura
Contractors pursuant to this subdivison. The amount of reduction of annua charges for
each Agricultural Contractor for the years 1997 through 2001 shall be based on each
Agricultural Contractor's estimated proportionate share of the total project costs,
excluding the varigble operation, maintenance, power and replacement components of
the Delta Water Charge and the Transportation Charge and aso excluding off-aqueduct
power charges, to be paid by al Agricultural Contractors for the years 1997 through
2035, calculated without taking into account this article. For purposes of these
cdculations, Kern County Water Agency's and Dudley Ridge Water Didtrict's estimated
project costs shdl not include any costs associated with the 45,000 acre-feet of annud
entitlement being relinquished by those contractors pursuant to subdivison (j) of
Artide 53. Also, for purposes of these calculations, an Agricultural Contractor's
estimated project costs shall not be reduced by the transfer of any of the 130,000 acre-
feet of annua entitlements provided for in subdivisons (a) through (i) of Article53. The
proportionate shares for 1997 through 2001 shall be caculated as follows:

0] Each Agricultural Contractor's statement of charges received on
Jduly 1, 1994, shdl be the initid bassfor caculating the proportionate sheres for
the five years 1997 through 2001.

(i) Each Agriculturad Contractor's estimated capital and minimum
components of the Delta Water Charge and the Transportation Charge
(exduding off-aqueduct power charges) and Water Revenue Bond Surcharge
ghdl be totaled for the years 1997 through 2035.

(iir) Kern County Water Agency and Dudley Ridge Water Digtrict
totaled costs shall be reduced for the 45,000 acre-feet of annua entitlement
being relinquished by them.

(v)  Anyreductionsinan Agriculturd Contractor's totaled costs
resulting from the transfer of any of the 130,000 acre-feet of annud entitlement
shdl be re-added to that contractor's costs.

) Each Agricultural Contractor's proportionate share shall be
computed by dividing that contractor's total costs by the total costs for al
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Agriculturd Contractors determined pursuant to subparagraphs (ii), (iii) and (iv)
above.

Artide 51 (g) and (h)

2 The reductionsin annua charges, for 1997 through 2001, shal be
cdculated using the method described in subdivision (g)(2) of thisarticle.

3 The dlocation shdl be recaculated using the same method described in
subdivison (g)(1) of this article every five years beginning in 2002, if any Agriculturd
Contractor requests such arecaculaion. Any recaculation shall be based on project
cogt data beginning with the year that the recaculation is to become effective through
2035.

(p)] Agricultura Rate Management Trust Fund.

@ Egtablishment. Through atrust agreement executed contemporaneoudy
with this amendment, the State and the Agricultural Contractors that sign the Monterey
Amendments shdl establish the Agricultural Rate Management Trust Fund with a
mutually agreed independent trustee.

2 Separate Accounts. The trustee shall maintain within the trust fund a
separate account for each Agricultural Contractor that signs the trust agreement to hold
deposits made pursuant to this article.

3 Deposits. Each Agricultural Contractor that Sgns the trust agreement
ghdl deposit into such contractor's account within the trust fund, at the sametime as
payments would otherwise be required by this contract to be made to the State, an
amount equal to the amount by which such contractor's charges under this contract have
been reduced by reason of thisarticle, until the balance in such contractor's account
within the trust fund is the same percentage of $150,000,000 as such contractor's
percentage share of reductions made available to dl Agricultural Contractors as
Specified in subdivison (g) of thisarticle. 1n 2002 and every fifth year thereafter, the
Agriculturd Contractors will review the maximum accumulation in the trust fund (the
"Cap") and determine whether the cap should be adjusted. However, the Cap shdl not
be reduced below an aggregate of $150,000,000 for al Agricultural Contractor
accounts.
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Article 51(h)

4 Trust Fund Disbursements.

0] In any year in which the State's dl ocation of water to an
Agriculturd Contractor by April 15th of that year isless than one-hundred
percent (100%) of the contractor's requested annud entitlement for that year,
the trustee shall, to the extent there are fundsin that contractor's account,
distribute to the State from such account for the benefit of that contractor an
amount equa to the percentage of the tota of that contractor's statement of
charges for that year, as redetermined by the State on or about May 15th of
that year, for (a) the Delta Water Charge; (b) the capitd cost and minimum
operation, maintenance, power and replacement components of the
Trangportation Charge (including off-agueduct power charges); and (c) the
water systemn revenue bond surcharge, thet is equa to the percentage of that
contractor's annua entitlement for that year that was not alocated to it by the
State by April 15th of that year.

(i) In addition to the provisons of subdivision (h)(4)(i) of this
article if on April 15 of any year any of theirrigable land within the Tulare Lake
Basin Water Storage Didtrict (Tulare) isflooded, and Tulare in writing requests
the trustee to do so, the trustee shall, to the extent there are fundsin Tulare's
account, digtribute to the State from such account for the benefit of Tulare an
amount equa to the percentage of the total of Tulare's statement of charges for
that year, as redetermined by the State on or about May 15th of that year, for
(8 the Delta Water Charge; (b) the capital cost and minimum components of
the Trangportation Charge (including off-agueduct power charges); and (c) the
water system revenue bond surcharge, that is equa to the percentage of the
irrigable land within Tulare that is flooded on April 15.

(i) Each Agricultura Contractor shdl remain obligated to make
payments to the State as required by other articlesin this contract. Any amount
to be disbursed pursuant to subdivisons (h)(4)(i) and (h)(4)(ii) shal be paid by
the trustee to the State on July 1 of the year involved and shall be credited by
the State toward any amounts owed by such respective Agricultural Contractor
to the State as of that date. However, an Agricultural Contractor may direct
the trustee to make the disbursement to that Agricultural Contractor which shall
in turn make the payment to the State as required by other provisions of this
contract. If the amount to be disbursed exceeds the amount owed to the State
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by such contractor as of July 1, the excess shdl be disbursed by the Trustee to
the State at the time of and in payment of future obligations owed to the State
by such contractor. Alternatively, upon the request of such contractor, al or
part of the excess shall be paid by the trustee to that contractor in
reimbursement of prior payments by the contractor to the State for that year.

Articles 51(h) and 51()

) Payment of Supplementd Bills. In any year in which a supplementd hill
has been submitted to an Agricultural Contractor pursuant to subdivison (c)(4) of this
article, such supplementd bill shal be treated as reducing by an equal amount the
obligation of such contractor for that year to make paymentsinto the Agriculturd Rate
Management Trust Fund. To the extent that such contractor has aready made
payments to the trust fund in an amount in excess of such contractor's reduced trust fund
payment obligation, such contractor may request the trustee to use the excess from the
trust fund to pay the supplementd hill.

(6) Discharge of Payment Obligation. Each payment to the State by the
trust fund shdl discharge and satisfy the Agricultural Contractor's obligetion to pay the
amount of such payment to the State. No reimbursement of the trust fund by the
Agriculturd Contractor for such payments shall be required. However, each
Agricultural Contractor shdl continue to make deposits to the trust fund matching the
amount of each year's reductions as provided in subdivision (d) of this article so long as
the amount in that contractor's account is less than its share of the Cap.

) Digribution of Fundsin Excess of the Cap. Whenever accumulated
funds (including interest) in an Agricultural Contractor's account in the trust fund exceed
that contractor's share of the Cap, or the estimated remaining payments the contractor is
required to make to the State prior to the end of the project repayment period, that
contractor may direct the trustee to pay such excess to the contractor.

(8 Termination of Trust Fund. At the end of the project repayment period,
the Agricultura Rate Management Trust Fund shall be terminated and any balances
remaining in the accounts for each of the Agricultural Contractors shal be disbursed to
the respective Agricultura Contractors.

0] Definitions. For the purposes of this article, the following definitions will apply:

(@) "Agricultural Contractor” shall mean the following agencies asthey now
exig or in any reorganized form:

0] County of Kings,
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(i) Dudley Ridge Water Didtrict,

(i) Empire West Side Irrigation Didtrict,

Articles 51(j) and 52

(iv)  Kern County Water Agency for 993,300 acre-feet of its
entitlement,

) Oak Flat Water District,
(vi)  Tulare Lake Basn Water Storage Didtrict.

2 "Urban Contractor" shal mean every other agency having along term
water supply contract with the State as they exist as of the date of this amendment or in
any reorganized form as well as Kern County Water Agency for 119,600 acre-feet of
its entitlement.

()] Except as provided in subdivisons (c)(4) and (c)(5), thisarticle shall not be
interpreted to result in any greater State authority to charge the contractors than exists under
provisons of this contract other than this article.

852, Ken Water Bank.

@ The State shall convey to the Kern County Water Agency (KCWA) in
accordance with the terms set forth in the agreement between the State of Cdifornia
Department of Water Resources, Kern County Water Agency entitled "Agreement for the
Exchange of the Kern Fan Element of the Kern Water Bank™ (the Kern Water Bank Contract),
the real and persona property described therein.

(b) Subject to the approval of KCWA, other contractors may be provided access
to and use of the property conveyed to KCWA by the Kern Water Bank Contract for water
storage and recovery. Fifty percent (50%) of any project water remaining in storage on
December 31, 1995, from the 1990 Berrenda Mesa Demongtration Program and the La
Hacienda Water Purchase Program shall be transferred to KCWA pursuant to the Kern Water
Bank Contract. The remaining fifty percent (50%) of any such water (gpproximately 42,828.5
acre-feet) shall remain as project water and the State's recovery of such project water shal be

3 Added: Amendment 25
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pursuant to the provisions of a separate recovery contract. Any other Kern Water Bank
demonstration program water shal remain as project water and the State's recovery of such
water shall be pursuant to the provisions of the respective contracts for implementation of such
demondtration programs.

Articles 53(a), (b) and (c)

453, Parmanent Transfers and Reductions of Entitlement.

@ Article 41 provides that no assgnment or transfer of a cortract or any part
thereof, rights thereunder or interest therein by a contractor shal be vaid unless and until it is
approved by the State and made subject to such reasonable terms and conditions as the State
may impose. In accordance with State policy to assist water transfers, the State and the County
of Kings, Dudley Ridge Water District (DRWD), Empire West Side Irrigation Didtrict, Kern
County Water Agency (KCWA), Oak Flat Water Didtrict and Tulare Lake Basin Water
Storage Didtrict (for the purposes of this article the " Agricultural Contractors') shall, subject to
the conditions set forth in this article, expeditioudy execute any necessary documents and
aoprove dl contracts between willing buyers and willing sdlers until permanent tranferstotaling
130,000 acre-feet of annua entitlements of the Agricultural Contractors and, to the extent
provided in such contracts, rights in project trangportation facilities related to such annud
entitlement have been made to other contractors (the "Urban Contractors') or noncontractorsin
accordance with the provisons of thisarticle. Such approva requirement shall gpply to al
contracts executed prior to January 1, 2011. KCWA shdll be responsible for approva of such
transfers for any portion of the 130,000 acre-feet not previoudy made available under this
article by the other Agriculturad Contractors. A contract between a willing buyer and awilling
sdler shal mean a contract between (1) a buyer which isan Urban Contractor or, to the extent
provided in subdivison (e) of this article, a noncontractor and (2) asdler whichisan
Agricultural Contractor or a public entity which obtains project water from an Agricultura
Contractor.

(b) The State shdl not be obligated to gpprove any transfer of annua entitlementsif
in its judgment the transfer would impair the security of the State's bondholders and the State
may impose conditions on any transfer as necessary to make the ddlivery of the water
operationdly feasible and to assure that the trangportation costs associated with the transferred

™ Added: Amendment 25
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entitlement are fully repaid. Transfers not gpproved by the State shall not be considered as part
of the 130,000 acre-feet of annud entitlements provided for in this article.

(© KCWA member units shdl have 90 days to exercise aright of first refusal to
purchase any annud entitlements being offered for sale to Urban Contractors by another
KCWA member unit pursuant to this article, other than those annud entitlements made available
to Urban Contractors by subdivison (d) of this article, by agreeing to pay the same price
offered by the buyer. Any such sdesto KCWA member units exercising such right of first
refusal shal not be considered a part of the 130,000 acre-feet of annud entitlements provided
forinthisarticle.

Article 53(d)

(d) Any permanent trandfers of annud entitlements by Agriculturd Contractorsto
noncontractors, including transfers to KCWA urban member units or to KCWA's Improvement
Digtrict Number 4, other than transfers pursuant to subdivison (c) of this article, will be
considered a part of the 130,000 acre-feet of annua entitlements provided for in this article if
the Urban Contractors have been given aright of firgt refusa to purchase such annua
entitlements aswel| as trangportation rights in accordance with the following terms and
procedure:

(@D} The Agricultural Contractor shdl provide the State a copy of a bona
fide contract or Proposed Contract (the "Proposed Contract”) and the State shall,
within five working days of receipt, provide copies of such Proposed Contract to al
Urban Contractors together with a Notice of Proposed Contract stating the date on or
before which aNotice of Intent to Exercise aRight of First Refusal (NOI) must be
delivered to both the State and the sdller, which date shall be 90 days from the dete the
State mails the Notice of Proposed Contract.

2 The Proposed Contract shal provide for the transfer of rightsin project
trangportation facilities sufficient to ddiver to the sdler's service arealin any one month
eleven percent (11%) of the annud entitlement being transferred or such greater amount
as the seller determinesto sdll; provided, however, that sellers shdl not be obligated to
sl any trangportation rights in the Coastal Aquedct.

3 To exercise the right of first refusal, an Urban Contractor shdl deliver to
the State and the sdller its NOI within the time period stated in the Notice of Proposed
Contract and shdl proceed in good faith to try to complete the transfer to the Urban
Contractor. If two or more Urban Contractors deliver NOI's to the State, the amount
of annua entitlement and transportation rights being sold shal be dlocated among those
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Urban Contractors that are prepared to perform the purchase by the Performance Date
provided for herein in proportion to their maximum annua entitlements, or in another
manner acceptable to the Urban Contractors delivering the NOIs. An offer by an
Urban Contractor in its NOI to purchase less than the entire annual entitlement and
transportation right being transferred shall not be deemed to be an effective exercise of
the right of firg refusal unless other Urban Contractors submit NOIs to purchase the
remainder of the annua entitlement and transportation right or the noncontractor buyer
agreesto purchase the remainder at the same unit price and on the same terms and
conditions provided for in the Proposed Contract. The Performance Date shdl be the
date upon which the Urban Contractor is prepared to perform the purchase, which date
shall bethelater of: (1) 180 days after the ddivery of the NOI or (2) the date st forth
in the Proposed Contract for the noncontractor buyer to perform the purchase.

Article 53(d) and (e)

The Performance Date shdl be extended at the request of the Urban Contractor
if atemporary restraining order or preliminary injunction isin effect asaresult of a
lawsuit chalenging the execution of the contract on the basis of noncompliance with the
Cdifornia Environmenta Quality Act. Such extensions shdl continue until five days after
the temporary restraining order or injunction expires or until the Urban Contractor
requests it be discontinued, whichever occursfirst. The Urban Contractor shal be
ligble for any damages suffered by the seller as aresult of such extensions of the
Performance Date.

4 If the sdller and the noncontractor buyer under the Proposed Contract
make any substantive changes in the Proposed Contract, such changes shal condtitute a
new Proposed Contract that cannot be performed without compliance with dl of the
procedures st forth in this article.

(5) If an Urban Contractor issuing a NOI failsto complete its exercise of
the Right of First Refusd by the Performance Date, the sdller shal befreeto sl its
entitlement in substantid conformance with the terms and conditions set forth in the
Proposed Contract . An Urban Contractor issuing a NOI may assgn itsrightsto
exercise aright of first refusal to another Urban Contractor and the assignee shall have
the same rights as the assignor to complete the purchase by the Performance Date.

(6) In exercisng the Right of First Refusal, an Urban Contractor, at its

option, may either agree to perform the Proposed Contract in its entirety, including al of
itsterms and conditions, or agree to pay the price offered under the Proposed Contract
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for the annud entitlement and trangportation rights without condition and without being
entitled to enforce or being subject to any other provisions of the Proposed Contract.

(e Asusd inthisaticle, "price" shal mean the dollar amount of consideration
provided for in the Proposed Contract.
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Articles 53(f) and 53(g)

® Upon the effective date of any such transfer, the seller shdl be rdlieved of and
the buyer shdl become ligble to the State for dl prospective Delta Water Charges, the related
Trangportation Charges and any other charges for the annual entitlements and associated
transportation rights transferred unless the seller and buyer provide otherwise in the contract for
the transfer and the State approves such other provisons. However, the contractor making the
sde shdl remain obligated to the State to make the payments if the buyer defaults on its
payments to the State related to the water transferred and is not a party to along term water
supply contract of the type contained in Department of Water Resources Bulletin Number 141.
If the contractor making the sale is required to make any payments to the State as a result of
the buyer's default, the entitlement tranferred to the defaulting buyer shdl, if provided for in the
Proposed Contract, revert back to the contractor making the sale. The buyer may also be
liable for any charges imposed pursuant to subdivision (g) of thisarticle.

()} A contractor which isabuyer of annud entitlement pursuant to this article may
recelve ddiveries usng any portion of the capacity previoudy provided by the State in each
reach of the project trangportation facilities for such contractor that is necessary for transporting
the entitlement purchased by it on the same basis as any other entitlement provided for inits
Table A in effect prior to the date of the Monterey Amendment. Such contractor may also use
any transportation rights transferred to it by a sdller in the same manner as the sdller was entitled
to use them and any unused capacity in any of the reaches specified in this paragraph so long as
project operations and/or priority of service of water to other contractors participating in
repayment of capital costs in such reaches is not adversdly affected. The State shall not be
responsible for any resulting adverse impacts upon its ability to provide such contractor peaking
capacity. The capital cost and minimum, operation, maintenance, power and replacement
components of the Trangportation Charge alocated to a buying contractor needing
trangportation capacity in excess of the capacity factors on which its charges are based in any
reach shall be determined prospectively based upon the increase in the buying contractor's
annud entitlement resulting from the purchase, and service of water to fulfill annua entitlement to
other contractors shdl not be impaired. The capitad cost and minimum operation, maintenance,
power and replacement components of the Trangportation Charges shdl then be redlocated
among the other entities participating in repayment of costs of that reach.  For the purposes of
this determination, dl payments received by the State from the sdler relating to the annud
entitlement sold shall be deemed to have been received from the buying contractor. Any
increased Trangportation minimum operation, maintenance, power and replacement component
charges dlocated to the buying contractor pursuant to this subdivision (g) shal begin January 1
of the year following the effective date of the trandfer.
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Articles 53(h) and 53()

(p)] Individua contractors may transfer entitlements among themsdvesin amountsin
addition to those otherwise provided for in thisarticle. The State shdl expeditioudy execute any
necessary documents and gpprove dl contracts involving permanent sales of entitlements among
contractors, including permanent sales among Urban Contractors. Such sales shal be subject
to the provisons of subdivisons (b), (f) and (g) of thisarticle; Provided, however, that for a
buying contractor needing transportation capacity in excess of the capacity factors on which its
charges are based in any reach, redllocation of the Transportation capital cost component
charges for transfers other than (i) the 130,000 acre-feet provided for in thisarticle and (i) the
approximate 33,000 acre-feet of transfers proposed from contractors located in Santa Barbara
or San Luis Obispo counties, shall be determined both prospectively and retroactively.

0] On January 1 following the year in which such Monterey Amendments become
effective and continuing every year theresfter until the end of the project repayment period: (i)
Kern County Water Agency's (KCWA) annua entitlement for agricultura use as currently
designated in Table A-1 of its contract shall be decreased by 40,670 acre-fest; (ii) Dudley
Ridge Water Didrict's (DRWD) annua entitlement as currently designated in Table A of its
contract shall be decreased by 4,330 acre-fet; and (iii) the Stat€'s prospective charges
(including any adjustments for past costs) for the 45,000 acre-feet of annua entitiementsto be
relinquished by KCWA and DRWD thereafter shall be deemed to be costs of project
consarvation fadilities and included in the Delta Water Charge for al contractorsin accordance
with the provisons of Article 22. If by November 20, 1995 and each October 1 thereafter until
the Monterey Amendments of both KCWA and DRWD become effective, KCWA and
DRWD &t their option notify the State in writing that they will relinquish up to their shares of
45,000 acre-feet of annud entitlements for the following caendar year beginning before the
effective date of the Monterey Amendments, the State shdl adjust the charges retroactively for
the acre-feet relinquished by KCWA and DRWD to January 1 of each year for which water
was relinquished. The ddlivery points for the 45,000 acre-feet of annua entitlement to be
relinquished shdl beidentified for the State by KCWA and DRWD to enagble the State to
caculate the transportation costs for the 45,000 acre-feet to be included in the Delta Water
Charge.
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Articles 54(a)

54, Usage of Lakes Castaic and Perris.

@ The State shdl permit the contractors participating in repayment of the capita
costs of Castaic Lake (Reach 30) and Lake Perris (Reach 28J) to withdraw water from their
respective service connections in amounts in excess of deliveries approved pursuant to other
provisons of the state water contracts. Each such contractor shall be permitted to withdraw up
to aMaximum Allocation from the reech in which it is participating. The contractors
participating in repayment of Castaic Lake may withdraw a collective Maximum Allocation up
to 160,000 acre-feet pursuant to this article, which shal be apportioned among them pursuant
to the respective proportionate use factors from the Department of Water Resources Bulletin
132-94, Table B-1 upon which capita cost repayment obligations are based, asfollows:

Cagtaic Lake

Participating Proportionate Use Factor  Maximum
Contractor Allocation

(Acre Feet)
The Metropolitan Water 0.96212388 153,940
Didrict of Southern Cdifornia
Ventura County Flood Control ~ 0.00860328 1,376
and Water Conservation
Didrict
Cadtaic Lake Water Agency 0.02927284 4,684
Tota 1.00000000 160,000

The Metropolitan Water Didrict of Southern California, as the only contractor
participating in repayment of Lake Perris, shall be dlocated a Maximum Allocation at Lake
Perris of 65,000 acre-feet based upon a proportionate use factor of 1.00000000.

The Maximum Allocation totals of 160,000 acre-feet and 65,000 acre-feet shdl not be
subject to adjustment. Theindividua contractor's Maximum Allocations shall be adjusted only
as agreed to among the contractors desiring to adjust their Maximum Allocations. Adjustments
between the contractors shal be subject to gpprova of the State which approval shall be given
unless there are adverse impacts upon another contractor participating in the reach which are
unacceptable to such contractor. The

s Added: Amendment 25

- 148 -



Articles 54(b) and 54(c)

participating contractors will, in consultation with the State, cooperate with each other in an
effort to promote efficient utilization of Cagtaic Lake, and to minimize any adverse impacts to
each other, through coordination of deliveries pursuant to other provisions of the State Water
Contract as well aswithdrawals of adlocations pursuant to this article.

(b) The State shall operate Castaic and Perris Reservoirs as trangportation fadilities
in amanner condstent with thisarticle. A contractor desiring to withdraw a portion or al of its
Maximum Allocation shdl furnish the State with a proposed delivery schedule. The proposed
schedule may be submitted as part of the preiminary water delivery schedule submitted
pursuant to Article 12(a)(1). Upon receipt of a schedule the State shal promptly review it to
ensure that the amounts, times and rates of delivery will be consstent with the State€’ s ability to
operate the reach. The contractor may modify its proposed ddivery schedule a any time, and
the modified schedule shall be subject to review in the same manner. If necessary, the State
may modify the schedule after consultation with the contractor and other contractors
participating in repayment of that reach but may not change the total quantity of weter to be
withdrawn. As part of the consultation, the State shal advise a contractor if it determinesa
withdrawa will adversdly impact the rate of delivery provided for the contractor in this contract.

The State shdl not be respongible for any such impacts.

(© A contractor may withdraw dl or aportion of its Maximum Allocetion. It shall
restore any withdrawn portion of such alocation by furnishing an equivaent amount of
replacement water to the reservoir from which the water was withdrawn within five years from
the year in which the withdrawal takes place. The unused portion of the alocation, in addition to
any replacement water furnished to the reservoir, shal remain available for subsequent
withdrawal. The State shal keep an accounting of the contractor’s storage withdrawa s and
replacements. In any year, the State shall permit a contractor to withdraw an amount equivaent
to the contractor’ s Maximum Allocation minus remaining replacement water requirements due
to previous withdrawals. |If the contractor fails to schedule and replace the withdrawn water
within the five-year return period, the State shall provide the replacement water from water
scheduled for delivery to the contractor in the sixth year or as soon as possible thereafter. The
total amount of scheduled annua entitlement which a contractor can use in any one year for
restoring its Maximum Allocation and storing water in surface storage facilities outsde of its
service area pursuant to Article 56 shdl be the sum of the maximum amount the contractor can
add to storage that year pursuant to Article 56 and the amount of acre-feet shown in column 2
of the following table, depending on the State's find water supply alocation percentage as
shown in column 1.
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Article 54(c)

1 2.
Fina Water Supply Maximum Acre-Feet of Scheduled
Allocation Entitlement for Restoring
Percentage Maximum Allocation*
50% or less 100,000
51% 98,000
52% 96,000
53% 94,000
54% 92,000
55% 90,000
56% 88,000
57% 86,000
58% 84,000
59% 82,000
60% 80,000
61% 78,000
62% 76,000
63% 74,000
64% 72,000
65% 70,000
66% 68,000
67% 66,000
68% 64,000
69% 62,000
70% 60,000
71% 58,000
72% 56,000
73% 54,000
74% 52,000
75 t0 99% 50,000
100% no limit

* Excludes the maximum amount that can be added to Soragein ayear pursuant to Article 56,
which may be used in addition to the amountsin this table to restore Maximum Allocation.
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Articles 54(c), 54(d), 54(e) and 54(f)

A contractor may use any of thistotal amount for replacement water but cannot use any
more than that provided for in Article 56 to add to Storage in project surface conservation
facilities and in nonproject surface storage facilities. There shdl be no limit under thisarticle on
the amount of scheduled annua entitlement a contractor can use to restore its Maximum
Allocetion in ayear when its percentage of annua weater supply dlocation is one-hundred
percent (100%), nor shall there be any limit under this article on the amount of interruptible
water, nonproject water or water obtained through an exchange which a contractor can use to
restore its Maximum Allocation.

(d) For any replacement water furnished to reservoir storage pursuant to this article,
the responsible contractor shall pay the State charges for the conservation, if any, and
trangportation of such replacement water as are associated with the type of replacement water
that isfurnished, asif such weater were ddlivered to the turnout a the reservoir to which the
replacement water is furnished. Adjustments from estimated to actuad costs shdl be subject to
provisions applicable to the type of replacement water. The State shall not charge contractors
for water withdrawn pursuant to this article,

(e The State shdl operate capacity in Castaic and Perris Reservoirs, not required
for purposes of Maximum Allocation ddliveries, in compliance with the requirement of
Artidle 17(b) of The Metropolitan Water Digtrict of Southern Cdifornias water supply contract
with the State to maintain an amount of water reasonably sufficient to meet emergency
requirements of the contractors participating in repayment of that reach. A contractor receiving
water pursuant to this article accepts that the State shall not be ligble for any damage, direct or
indirect, arisng from shortages in the amount of water to be made available from that reservoir
to meet the contractor's actual emergency requirements as aresult of prior storage withdrawas
by that contractor pursuant to thisarticle. Nothing in thisarticle shal permit or require the State
to adjust dlocations or deliveries under Article 18.

® To the extent a contractor, during a calendar year, uses dl or a portion of its
Maximum Allocation, the State may, to the extent necessary to service project purposes,
reduce that contractor's requested pesking service. Such reduction in peaking service shdl only
occur to the extent such usage of Maximum Allocation causes the State to be unable to provide
al pesking service requested. This paragraph shall not gpply to the extent the contractor
requested usage of Maximum Allocetion as part of the preliminary water ddivery schedule
submitted pursuant to Article 12(a)(1).
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Articles 54(g), 55(a), 55(b), and 55(c)

(o) The State may reduce water stored in Castaic Lake and Lake Parristo the
extent necessary for maintenance and to respond to emergencies resulting from failure of project
trangportation facilities or of other supply importation facilities serving the State project service
area. The State shal promptly replace water within the Maximum Allocation as soon as the
need for the reduction terminates.

655,  Transportation of Nonproject Water.

@ Subject to the ddlivery prioritiesin Article 12(f), contractors shdl have the right
to receive services from any of the project transportation facilities to transport water procured
by them from nonproject sources for delivery to their service areas and to interim storage
outsde their service areas for later trangport and delivery to their service areas. Provided, that
except to the extent such limitation in Section 12931 of the Water Code be changed, a
contractor shal not use the project trangportation facilities under this option to transport water
the right to which was secured by the contractor through eminent domain unless such use be
approved by the Legidature by concurrent resolution with the mgority of the members elected
to each house voting in favor thereof.

(b) For any nonproject water delivered pursuant to this article, contractors shal pay
the State the same (including adjustments) for power resources (including on-aqueduct,
off-aqueduct, and any other power) incurred in the conservation and transportation of such
water asif such nonproject water were entitlement water, aswell as dl incremental operation,
maintenance, and replacement costs, and any other incrementa costs, which may include an
adminidrative or contract preparation charge, dl as determined by the State. Incrementa costs
shall mean those nonpower costs which would not be incurred if nonproject water were not
scheduled for or ddlivered to contractors. Only those contractors not participating in the
repayment of areach shal be required to pay a use of facilities charge for the ddlivery of
nonproject water from or through that reach. Costs for transporting water placed into interim
dorage shal be paid in the same manner provided for in subdivision (c)(6) of Article 56.

(© The amounts, times and rates of delivery of nonproject water shal be provided
for pursuant to awater delivery schedule to be issued in the same manner as provided for in
Article12. The cogs specified in thisarticle shal be paid for & the same time the
corresponding project water costs are paid.

6 Added: Amendment 25
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Articles 56(a), 56(b), and 56(c)

"56. Use, Storage and Sde of Project Water Outside of Service Area and Storage of Water
in Project Surface Consarvation Facilities.

@ State Consent to Use of Project Water Outside of Service Area.

Notwithstanding the provisions of Article 15(a), the State hereby consents to the
Didlrict storing project water outside its service areafor later use within its service arealin
accordance with the provisons of subdivision (c) of this article and to the Digtrict sdlling project
water for use outsde its service areain accordance with the provisons of subdivison (d) of this
aticle.

(b) Groundwater Storage Programs.

The Digrict shal cooperate with other contractors in the development and establishment
of groundwater storage programs.

(© Storage of Project Water Outside of Service Area

(1) A contractor may elect to store project water outside its service area
for later use within its service area, up to the limits and in accordance with the provisions
provided for in this subdivison (c) and any gpplicable water right laws, by setting forth
on the preliminary water delivery schedule submitted to the State on or before October
1 of each year pursuant to Article 12(a) the quantity of project water it wishesto store
in the next succeeding year. There shdl be no limit on the amount of project water a
contractor can store outside its service area during any year in athen existing and
operationa groundwater storage program. The amount of project water a contractor
can add to storage in project surface conservation facilities and in nonproject surface
storage facilities located outside the contractor's service area each year shal be limited
to the lesser of the percent of the contractor's Table A annud entitlement shown in
column 2 or the acre-feet shown in column 3 of the following table, depending on the
State'sfind water supply alocation percentage as shown in column 1. However, there
shdl be no limit to sorage in nonproject facilitiesin ayear in which the States find
water supply alocation percentage is one hundred percent. These limits shdl not apply
to water stored pursuant to Article 12(e).

" Added: Amendment 25
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Article 56(c)

1.
Final Water Supply Allocation
Percentage

2.
Maximum Percent of District's
Annua Entitlement That Can be
Stored

3.
Maximum Acre-Feet That Can
be Stored

50% or less

25%

100,000

51%

26%

104,000

52%

27%

108,000

53%

28%

112,000

54%

29%

116,000

55%

30%

120,000

56%

31%

124,000

57%

32%

128,000

58%

33%

132,000

59%

34%

136,000

60%

35%

140,000

61%

36%

144,000

62%

37%

148,000

63%

38%

152,000

64%

39%

156,000

65%

40%

160,000

66%

41%

164,000

67%

42%

168,000

68%

43%

172,000

69%

44%

176,000

70%

45%

180,000

71%

46%

184,000

2%

47%

188,000

73%

48%

192,000

74%

49%
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1. 2. 3.
Final Water Supply Allocation Maximum Percent of District's Maximum Acre-Feet That Can

Percentage Annua Entitlement That Can be be Stored
Stored
75% or more 50% 200,000
Article 56(c)

2 Storage capacity in project surface conservation facilities at any timein
excess of that needed for project operations shal be made available to requesting
contractors for storage of project and nonproject water. |f such storage requests
exceed the available storage capacity, the available capacity shall be alocated among
contractors requesting storage in proportion to their annua entitlements designated in
their Table A'sfor that year. A contractor may store water in excess of its alocated
share of capacity aslong as capacity is available for such storage.

3 If the State determines that a redllocation of excess storage capacity is
needed as aresult of project operations or because of the exercise of a contractor's
storage right, the available capacity shdl be redlocated among contractors requesting
dorage in proportion to their annual entitlements designated in their Table A's for that
year. If such redlocation resultsin the need to displace water from the storage balance
for any contractor or noncontractor, the water to be displaced shal be displaced in the
following order of priority:

Firg, water, if any, sored for noncontractors.

Second, water stored for a contractor that previoudy wasin excess of that
contractor's alocation of storage capacity.

Third, water stored for a contractor that previoudy was within that contractor's
alocated Storage capacity.

The State shdll give as much notice as feasible of a potentia displacement.

4 Any contractor eecting to store project water outside its service area
pursuant to this subdivison may not sell project water under the provisons of
subdivison (d) of thisarticle during the year in which it elected to store project water.
Thislimitation shal not gpply to replacement water furnished to Cagtaic and Perris
Reservoirs pursuant to Article 54, nor to the storage of water introduced into a
groundwater basin outside a contractor's service area if recovery isintended to occur
within that contractor's service area.
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o) The restrictions on storage of project water outside a contractor's
service area provided for in this subdivision (c), shal not apply to storagein any project
offstream storage facilities constructed south of the Delta after the date of this
amendment.
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Article 56(c) and 56(d)

(6) For any project water stored outside its service area pursuant to this
subdivision (c), a contractor shall pay the State the same (including adjustments) for
power resources (including on-agqueduct, off-aqueduct, and any other power) incurred
in the trangportation of such water as the contractor pays for the trangportation of
annud entitlement to the reach of the project trangportation facility from which the water
isddivered to storage. If annua entitlement is stored, the Delta Water Charge shdl be
charged only in the year of ddlivery to interim storage. For any stored water returned to
aproject transportation facility for fina delivery to its service area, the contractor shall
pay the State the same for power resources (including on-aqueduct, off-aqueduct, and
any other power) incurred in the trangportation of such water calculated from the point
of return to the aqueduct to the turn-out in the contractor's service area. In addition, the
contractor shal pay al incremental operation, maintenance, and replacement codts, and
any other incrementa codts, as determined by the State, which shal not include any
adminigtrative or contract preparation charge. Incremental cogts shall mean those
nonpower costs which would not be incurred if such water were scheduled for or
delivered to the contractor's service area instead of to interim storage outside the
sarvicearea. Only those contractors not participating in the repayment of areach shall
be required to pay a use of facilities charge for use of areach for the delivery of water
to, or return of water from, interim storage.

) A contractor ecting to store project water in a nonproject facility
within the service area of another contractor shal execute a contract with that other
contractor prior to storing such water which shdl be in conformity with this article and
will include at least provisions concerning the point of ddivery and the time and method
for transporting such water.

(d) Sale of Project Water For Use Outside Service Area

(@) If in any year a contractor has been alocated annud entitlement that it
will not use within its service area, the contractor has not eected to store project water
in accordance with the provisons of subdivison (c) of thisarticle during thet year, and
the contractor has not eected to carry over entitlement water from the prior year
pursuant to the provisions of Article 12(e), the contractor may sdl such annud
entitlement for use outsde its service areain accordance with the following provisions.
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Article 56(d)

2 Each year the State shdl establish an annua entitlement water pool (the
Poal) for contractors wishing to sl or buy project water pursuant to the provisions of
thissubdivison. The Pool shdl condtitute the exclusve means of sdlling portions of
annua entitlements not desired by contractorsthat year. Contractors willing to sell to or
buy water from the Pool shdl notify the State in writing of their desire to do so indicating
the quantity to be sold or purchased. Contractors shdl have the firgt priority to
purchase dl water placed in the Pool. The State may purchase any water remaining in
the Pool not purchased by contractors at the same price available to contractors and
use such water for the purpose of providing additiona carryover storage for
contractors. Provided, that the State shall consult with the contractors prior to making
any such purchases.

3 Each year, the price per acre-foot to be paid by the State to
contractors selling water placed in the Pool on or before February 15 that is purchased
by a contractor requesting such purchase by March 1 or by the State on March 1 shall
be equd to fifty percent (50%) of the Delta water rate as of that date. The price per
acre-foot to be paid to the State for the purchase of water from the Pool by a
contractor placing a request for such purchase on or before March 1 shdl be equa to
fifty percent (50%) of the Delta water rate as of that date. Any water placed in the
Pool on or before February 15 that is not purchased by contractors or the State by
March 1 may be withdrawn from the Pool by the sdlling contractor.

4 Each year the price per acre-foot to be paid by the State to
contractors sdlling water remaining in the Pool or placed in the Pool after February 15,
but on or before March 15 that is purchased by a contractor requesting such purchase
by April 1 or by the State on April 1 shall be equa to twenty-five percent (25%) of the
Deltawater rate as of that date. The price per acre-foot to be paid to the State for the
purchase of water from the Pool by a contractor placing a request for such purchase
between March 2 and April 1 shdl be equd to twenty-five percent (25%) of the Delta
water rate as of the later date. Any water placed in the Pool on or before March 15
that is not purchased by a contractor or the State by April 1 may be withdrawn from the
Poal by the selling contractor.

(5) If there are more requests from contractors to purchase water from the
Pool than the amount in the Poal, the water in the Pool shal be alocated among those
contractors requesting such water in proportion to their annud entitlements for that year
up to the amount of their requests. If requests to purchase water from the Pool total
less than the amount of water in the Pool, the sale of Pool water shall be dlocated
among the contractors salling such water in proportion to their respective amounts of
water in the Pool.
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Articles 56(d), 56(€), and 56(f)

(6) Any water remaining in the Pool after April 1 that isnot withdrawn by
the sdlling contractor shdl be offered by the State to contractors and noncontractors
and sold to the highest bidder: Provided, that if the highest bidder is a noncontractor, all
contractors shdl be alowed fifteen days to exercise aright of firg refusa to purchase
such water at the price offered by the noncontractor. The price to be paid to the sdlling
contractor shal be the amount paid by the buyer exclusive of the amount to be paid by
the buyer to the State pursuant to subdivison (d)(7) of thisarticle.

(7) For any water delivered from the Pool to contractors, the buyer shall
pay the State the same for power resources (including on-aqueduct, off-aqueduct, and
any other power) incurred in the transportation of such water asif such water were
entitlement water, aswell asdl incrementa operation, maintenance, and replacement
costs, and any other incrementd costs, as determined by the State, which shall not
include any adminigtrative or contract preparation charge. Incrementd costs shal mean
those nonpower costs which would not be incurred if such water were not scheduled
for or delivered to the buyer. Only those buyers not participating in the repayment of a
reach shdl be required to pay any use of facilities charge for the delivery of such water
from or through the reach. Adjustments from estimated to actua cogts shal be
computed by the State pursuant to these provisions and shdl be paid by the buyer or
credited to the buyer at the times and interest rates described in Article 28(c).

(e Continuance of Article 12(e) Carry-over Provisons.

The provisons of this article are in addition to the provisions of Article 12(e), and
nothing in this article shal be construed to modify or amend the provisons of Article 12(e).
Any contractor decting to sdll project water during any year in accordance with the provisions
of subdivison (d) of thisarticle, shal not be precluded from using the provisons of Article 12(e)
for carrying over water from the last three months of that year into the first three months of the
succeeding year.

® Bona Fide Exchanges Permitted.

Nothing in this article shall be deemed to prevent the Didrict from entering into bona
fide exchanges of project water for use outside the Didtrict's service area with other parties for
project water or nonproject water if the State consents to the use of the project water outsde
the Didtrict's service area. Also, nothing in this article shal be deemed to prevent the Didrict
from continuing those exchange or sale arrangements entered into prior to September 1, 1995,
which had previoudy received any required State gpprovas. A "bonafide exchange' shal mean
an exchange of water involving a contractor and
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Articles 56(f) and 56(q)

another party where the primary consideration for one party furnishing water to another isthe
return of a subgtantially smilar amount of water, after giving due consderation to the timing or
other nonfinancia conditions of the return. Reasonable payment for costsincurred in
effectuating the exchange and reasonable deductions from water delivered, based on expected
Storage or transportation losses may be made. A "bona fide exchange' shdl not include a
trandfer of water from one contractor to another party involving asignificant payment unrelated
to cogtsincurred in effectuating the exchange. The State, in consultation with the contractors,
shdl have authority to determine whether trandfers of water condtitute *bona fide exchanges'
within the meaning of this paragraph and not disguised sales.

9 Other Tranders.

Nothing in this article shal be deemed to modify or amend the provisons of
Articdle 15(a), or Article 41, except as expresdy provided for in subdivisons (c) and (d) of this
aticle.

All balances of wet weather and Article 12(d) water otherwise available to any contractor
executing the Monterey Amendment shdl be iminated as of the effective date of such amendment and
no new balances for such water shal be established.

8 Effective Dates and Phase-in.

@ No Monterey Amendment ? Amendment No. 25 of the Didtrict’s contract? to any
contractor's water supply contract shal take effect unless and until both of the following have occurred
[(1) the Monterey Amendments to both the Kern County Water Agency's and The Metropolitan Water
Didtrict of Southern Cdifornias contracts have been executed and no lega chalenge has been filed
within Sxty days of such execution or, if filed, afind judgment of a court of competent jurisdiction has
been entered sustaining or vaidating said amendments]; ? See Attachment Z? and (2) the State has
conveyed the property which congtitutes the Kern Fan Element of the Kern Water Bank to Kern
County Water Agency pursuant to the Kern Water Bank Contact provided for in Article 52 either on or
before October 1, 1996 or, if the conveyance on such date has been prevented by an interim court
order, within ninety days after such court order has become ineffective so long as said ninety days
expires not later than January 1, 2000. The October 1, 1996 date and the January 1, 2000 date may
be extended by unanimous agreement of the State, Kern County Water Agency and The Metropolitan
Water Didrict of Southern Cdifornia.

8 Added: Amendment 25
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(b) The State shall administer the water supply contracts of any contractors that do not
execute the Monterey Amendment so that such contractors are not affected adversely or to the extent
feasble beneficidly by the Monterey Amendments of other contractors water supply contracts.

(© If acourt of competent jurisdiction issues afind judgment or order determining that any
part of a contractor's Monterey Amendment isinvaid or unenforceable, dl provisons of that
amendment shal be of no force or effect as to such contractor, except as provided in subdivisons (€)
and (f) of this paragraph.

(d) If any part of the Monterey Amendment of the Kern County Water Agency'sor The
Metropolitan Water Digtrict of Southern Cdlifornias contracts or if the conveyance of the Kern Fan
Element of the Kern Water Bank to the Kern County Water Agency provided for in Article 52 is
determined by a court of competent jurisdiction in afina judgment or order to beinvaid or
unenforceable, the Monterey Amendments of al contractors and the Kern Water Bank Contract shdl
be of no force and effect except as provided in subdivisions (e) and (f) of this paragraph.

(e Notwithstanding subdivisions (c), (d) and (f) of this paragraph, if any part of the
Monterey Amendment of the Kern County Water Agency's or The Metropolitan Water Digtrict of
Southern Cdlifornias contract is determined by a court of competent jurisdiction in afind judgment or
order to be invalid or unenforceable, and if Articles 52 and 53 (i) have been implemented (i.e,, the
property which congtitutes the Kern Fan Element of the Kern Water Bank has been conveyed by the
State and the 45,000 acre-feet of annud entitlements have been rdinquished to the State), the
implementation of the relinquishment shal not be reversed unless the implementation of the conveyance
isaso reversed, and conversaly, implementation of the conveyance shal not be reversed unless
implementation of the reinquishment is aso reversed. Nothing in this subdivison shal affect any party's
right to seek additiond damages, compensation or any other remedy available at law or in equity.

® Thetotd invaidity or unenforceability of one contractor's Monterey Amendment as
provided for in subdivison (c) of this paragraph or of al contractor's Monterey Amendments as
provided for in subdivision (d) of this paragraph or of the Kern Water Bank Contract as provided for in
subdivison (d) of this paragraph may be avoided only if such invaidity or unenforceshility isexplicitly
waived in writing signed by the State, Kern County Water Agency and The Metropolitan Water Didtrict
of Southern Cdifornia. In cases arising under subdivision (c) or (d), the affected contractor whose
Monterey Amendment has been determined to be partialy invaid or unenforcesble must firgt request
the waiver.
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IN WITNESS WHEREOF, the parties hereto have executed this contract on the date first

above written.

Approved asto lega form
and sufficiency

/9 P. A. Towner
Chief Counsd
Department of Water Resources

Attest:
(SEAL)

/9 A.L. Gram

Executive Secretary

The Metropolitan Water Didtrict
of Southern Cdifornia

Approved asto form
and execution

/s/ Charles C. Cooper, Jr.

General Counsdl

The Metropolitan Water Digtrict
of Southern Cdifornia

STATE OF CALIFORNIA

By: /9 Edmund G. (Pat) Brown
Governor

STATE OF CALIFORNIA
DEPARTMENT OF WATER RESOURCES

By: /s Harvey O. Banks
Director

THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA

By: /9 R. A. Skinner
Assgant Chief Engineer
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